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SPECIFICATIONS OF OBJECTIONS .0 DISCHARGE 

UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF NEW YORK 
..—.-.-.-X 


In the Matter 


In Bankruptcy No. 67B-668 


of 

MELVIN LICHT, 


SPECIFICATIONS OF OBJECTIONS 
_TO DISCHARGE 


Bankrupt. 


X 


TO THE HONORABLE MANUEL J. PRICE, 
REFEREE IN BANKRUPTCY: 


HERBERT L. ASH, of 67-29 215th Street, Bayside, 
New York, in the County of Queens, State of New York, Trustee 
of the Estate of Melvin Licht, the above-named bankrupt, having 
examined into the acts and conduct of said bankrupt, and being 
satisfied that probable grounds exist for the denial of the 
discharge of the said bankrupt, does hereby oppose the grant¬ 
ing to said bankrupt of a discharge frcm his debts and speci¬ 
fies the following as grounds of objections: 

1. The bankrupt has committed an offense pun¬ 
ishable by imprisonment as provided under Title 18, United 
States Code, Section 152, in that the bankrupt (a) knowingly 
and fraudulently concealed from the Trustee in Bankruptcy and 
the creditors of the estate of John Licht, Inc. (a bankrupt in 
proceedings before this Court) property belonging to said 
estate; and (b) in contemplation of the bankruptcy proceeding 


i 
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Specifications of Objections to Discharge 
of John Licht, Inc. knowingly transferred to himself property 

of John Licht, Inc., to wit: 

The bankrupt obtained coupons, points, premiums 
and/or merchandise stamps belonging to John Licht, Inc. and 
entitling it to various merchandise, and used same to his own 
benefit and account for the acquisition of, among other things, 
clothing, carpeting, living room furniture, dining room furni¬ 
ture, televisions, a typewriter, a stereo outfit, a bar and 
lamps without paying said corporation consideration therefor. 

2. The bankrupt has committed an offense punish¬ 
able by imprisonment as provided under Title 18, United States 
Code, Section 152, in that, in contemplation of the filing of 
the bankruptcy of John Licht, Inc., the bankrupt knowingly and 
fraudulently falsified or made a false entry in documents af¬ 
fecting or relating to the property or affairs of said John 
Licht, Inc., to wit: 

(a) Entries representing accounts re¬ 
ceivable were made in the books and 
records of John Licht, Inc. for mer¬ 
chandise which was not actually sold 
by it. 

(b) Invoices were created for merchandise 
not sold or shipped by John Licht, Inc. 
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Specifications of Objections to Discharge 

(c) Invoices were created for prices 
higher than the actual sales price 
of merchandise sold by John Licht, 

Inc. 

(d) Sales of merchandise of John Licht, 

Inc. were made without proper invoices 
being created or proper entry being 
made as to the same in the books and 
records of John Licht, Inc. 

(e) The books and records of John Licht, 
Inc. failed to disclose an account of 
John Licht, Inc. with the Royal Nation¬ 
al Bank and deposits made therein of 
funds belonging to John Licht, Inc. 

(f) Records of sales made by John Licht, 
Inc. to customers in which the bankrupt 
had a financial interest were falsified 
in that they were recorded as made to 
false or non-existent customer names. 

(g) Entries were made in the books of John 
Licht, Inc. representing returns of 
merchandise to said Company, none of 
which was actually received by it. 


- 3 - 
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Specifications of Objections to Discharge 

(h) Payments received from customers 
of John Licht, Inc. were credited 
to fictitious accounts. 

(i) The books and records of John Licht, 

Inc. failed to reflect payments made 
to Gloria Takowsky, who was employed 
by it, and who is the sister of the 
bankrupt. / 

3. The bankrupt has failed to keep books of 
account or records from which his financial condition and busi¬ 
ness transactions might be ascertained, to wit: 

(a) Books and records showing his receipt 
of merchandise and/or coupons from 
John Licht, Inc. as set forth in para¬ 
graph "1" hereof and the failure to 
reflect the income from said transact¬ 
ions on his tar returns. 

(b) Records disclosing the source of de¬ 
posits made to the bankrupt's account 
with Bankers Trust Company. 

(c) Records disclosing the source of bank¬ 
rupt's earnings as deposited in said 
bank account with Bankers Trust Company 
for various period including the period 


- 4 - 
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Specifications of Objections to Discharge 

from February 9, 1966 to March 4, 

1966. 

4. On or about December 31, 1966, the bankrupt 
while engaged in business as an executive and a shareholder of 
WONDERAMA DISCOUNT CITY, INC. and EZ FLOW DISPENSER CORP. ob¬ 
tained credit from Franklin National Bank for such businesses 
by causing to be made or published a materially false financial 
statement in writing in that said statement set forth that the 
bankrupt's assets included a savings account valued at $4,000 
and mutual funds valued at $9,000 against which there appeared 
no liens, encumbrances, charges or security interests, whereas 
in truth and in fact the aforesaid assets had been pledged to a 
bank as security for a loan made to the bankrupt previous to 
the date of the said financial statement. 

5. On or about December 31, 1966, the bankrupt 
while engaged in business as an officer of John Licht, Inc. ob¬ 
tained credit for such business by causing to be made or pub¬ 
lished a materially false financial statement for said business 
in writing which statement purportedly set forth the financial 
condition of such business and the assets and liabilities there 
of, whereas in truth and in fact such financial statement under 
stated the cash receipts of said business, failed to reflect 
accurately the returns and/or credits on merchandise sold by 


- 5 - 
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Specifications of Objections to Discharge 
said business and failed to disclose as an expense of said 
business salary paid to the bankrupt's sister, Gloria Takowsky. 
Dated at New York, this 5th day of March, 1970. 


Herbert L. Ash _ 

HERBERT L. ASH, Trustee 


HAHN, HESSEN, MARGOLIS & RYAN, ESQ. 

Attorneys for Trustee 

Office & P. 0. Address 

350 Fifth Avenue 

New York, N. Y. 10001 




A 10 

NOTICE OF MOTION 

f 

UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF NEW YORK 
-- -_X 

In the Matter In Bankruptcy No. 67-B-668 

of NOTICE OF MOTION FOR ORDER, 

PURSUANT TO RULE 15 OF THE 
MELVIN LICHT, FEDERAL RULES OF CIVIL 

PROCEDURE, TO AMEND SPECIFI- 
Bankrupt. CATIONS OBJECTING TO DISCHARGE 

TO CONFORM TO EVIDENCE _ 

-----X 

SIRS: 


PLEASE TAKE NOTICE, that upon the annexed peti¬ 
tion of Frederick C. Stern, sworn to the 24th day of October, 
1972, and upon all the papers and proceedings heretofore had 
herein, the undersigned will move before the Honorable Manuel 
J. Price, Referee in Bankruptcy, at the Court Room of said 
Referee, Room 343, 225 Cadman Plaza, Brooklyn, New York, on 
the 2nd day of November, 1972 at 10:00 a.m. in the forenoon of 
that day, or as soon thereafter as counsel can be heard, for 
an order pursuant to Rule 15 of the Federal Rules of Civil 
Procedure, amending Specification 1(B) and Specification 2 
of the trustee's Specifications objecting to discharge to con¬ 
form to the proof and evidence and for such other and further 
relief as may be just and proper. 

Dated: New York, New York 
October 24, 1972. 

Yours, etc., 


HAHN, HESSEN, MARGOLIS & RYAN 
Attorneys for Trustee 





All 

Notice of Motion 


By: Frederick C. 

Frederick C. 
350 Fifth Avenue 
New York, New York 


MICHAEL BERMAN, ESQUIRE 

55 Liberty Street 

New York, New York 10005 


Stern 

Stern 

10001 



AFFIDAVIT OF FREDERICK C. STERN IN SUPPORT OF MOTION 

UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF NEW YORK 


In the Matter 


MELVIN LICHT, 


Bankrupt 


In Bankruptcy No. 67-B-668 

AFFIDAVIT IN SUPPORT OF MOTION 
TO AMEND SPECIFICATIONS 
OBJECTING TO PISCHARGE 


STATE OF NEW YORK ) 

) ss 

COUNTY OF NEW YORK) 


and says: 


FREDERICK C. STERN, being duly sworn, deposes 


1. That he is an attorney at law licensed to 


practice in the State of New York and admitted to practice in 
the United States District Court for the Eastern District of 
New York and is associated with the law firm of Hahn, Hessen, 
Margolis & Ryan, of 350 Fifth Avenue, New York, New York 10001, 
attorneys for Herbert L. Ash, trustee herein, and is the at¬ 
torney in this office most familiar with the facts and circum¬ 
stances of the within action. 

2. This affidavit is made in support of the 
trustee's motion to amend Specification 1(B) of his specifica¬ 
tions objecting to the discharge of the bankrupt, to read as 
follows: "In contemplation of the bankruptcy proceeding of 
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Affidavit of Frederick C. Stern In Support of Motion 

John Licht, Inc., the bankrupt knowingly and fraudulently 
transferred to himself property of John Licht, Inc., consist¬ 
ing of the same coupons, points, premiums, etc., as set forth 
in Item (a) above", and to amend Specification 2 to read as 
follows: "An offense punishable by imprisonment as provided 
under Title 18, United States Code, Section 152, in that after 
.thg filing of the bankruptcy proceeding of John Licht, Inc., 
or in contemplation thereof, the bankrupt knowingly and fraud¬ 
ulently falsified or made a false entry in documents effecting 
or relating to the property or affairs of said John Licht, Inc. 
to wit. . ." 

3. General Order 37 of the General Orders in 
Bankruptcy provides as follows: 

"In proceedings under the Act the 
Rules of Civil Procedure for the District 
Courts of the United States shall, inso¬ 
far as they are not inconsistent with 
the Act, or with these General Orders, be 
followed as nearly as may be. But the 
Court may shorten the limitations of time 
prescribed so as to expedite hearings, 
and may otherwise modify the rules for 
• the preparation or hearing of any partic¬ 
ular proceeding." 

4. Rule 15(B) of the Federal Rules of Civil 
Procedure, provides as follows: 

"When issues not raised by the 
pleadings are tried by express or im¬ 
plied consent of the parties they shall 
be treated in all respects as if they 
had been raised in the pleadings. Such 
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Affidavit of Frederick C. Stern In Support of Motion 

amendment of the pleadings as may be 
necessary to cause them to conform 
to the evidence and to raise these 
issues may be made upon motion of any 
party at any time, even after judgment; 
if failure so to amend does not effect 
the result of the trial of these issues. 

If evidence is objected to at the trial 
on the ground that it is not within the 
issues made by the pleadings, the Court 
may allow the pleadings to be amended 
and shall do so freely when the presenta¬ 
tion of the merits of the action will be 
subserved thereby and the objecting party 
fails to satisfy the Court that the ad¬ 
mission of such evidence would prejudice 
him in maintaining his action or defense 
upon the merits. The Court may grant a 
continuance to enable the objecting party 
to meet such evidence”. 

5. The bankrupt has contended, in his memorandum 
in opposition to the specifications objecting to discharge, that 
Specification 1(B) is deficient as a matter of law because it 
fails to allege that the bankrupt "fraudulently" transferred 
property to himself as alleged in the specification. The 
bankrupt claimed that the merchandise obtained through the 
use of premium points belonging to John Licht, Inc., represent¬ 
ed additional compensation for his labors as an employee of 
John Licht, Inc. Through his own testimony, the bankrupt has 
admitted that he never reported the receipt of the items of 
personal property received through the cashing in of premium 
points as income on his personal income tax for the years 1966 
and 1967. See Hearing Transcript of June 9th, page 77 and 
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Affidavit of Frederick C. Stern In Support of Motion 

June 16th, page 39. He also admitted that the payroll records 
of John Llcht, Inc., by whom the bankrupt was employed did not 
show the merchandise received through the premium point pro¬ 
grams as additional compensation to the bankrupt. See Trans¬ 
cript of June 16th, page 64. The above constituted fraud in 
two important respects. First, the bankrupt attempted a fraud 
upon the United States by attempting to conceal income to avoid 
paying income tax on it. Secondly, by failing to list these 
transfers on the books of John Licht, Inc., as salary or wages 
paid to the bankrupt, John Licht, Inc., was unable to deduct 
these transfers as expenses and deductions against gross income. 
This increased the income tax liability of John Licht, Inc., 
and reduced the assets available for distribution to general 
creditors. 

6. The bankrupt also contends that Specifica¬ 
tion 2(G) is defective as a matter of law because it fails to 
allege that the act complained of was committed after the fil¬ 
ing of the bankruptcy proceeding. The testimony of the bank¬ 
rupt on the subject of the false credit memoranda which were 
created on June 20, 1967 and entered on the books of John Licht, 
Inc., runs from page 26 through page 40 of the transcript of 
the hearing of August 9, 1972. Trustee's Exhibit 26, 27, 28, 

29, 30 and 31, which represented copies of the fraudulent credit 
memos, were admitted in evidence without objection. The bank- 

- 4 - 
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Affidavit of Frederick C. Stern In Support of Motion 

rupt's attorney, Mr. Berman, made one objection to a question 
as to whether or not these acts took place during the Chapter 
XI proceeding, which objection was overruled by the Court. 
Whether or not the bankrupt admitted that the act complained 
of occurred during the pendency of a Chapter XI proceeding of 
John Licht, Inc., is irrevelant. The record is clear that the 
credit memoranda were issued on June 20, 1967 and the Court 
may take judicial notice of the fact that a petition for an 
arrangement pursuant to Chapter XI was filed by John Licht, 

Inc., on June 1, 1967. The evidence is clear that the bankrupt 
violated that provision of Title 18, United States Code, Section 
152 which provides that: "Whoever, after filing of a bankruptcy 
proceeding or in contemplation thereof, knowingly and fraudu¬ 
lently conceals, destroys, mutilates, falsifies, or makes a 
false entry in any document effecting or relating to the proper¬ 
ty or affairs of a bankrupt; ..." 

7. The bankrupt can claim no disadvantage or 
surprise as a result of the admission of this evidence because 
he was forewarned in the trustee's answers to his own interroga¬ 
tories which were dated February 8, 1971. Interrogatory No. 11 
and the answer thereto and the supplementary answer dated May 
26, 1972 amply described the specific credit memoranda, the 
amounts and the customers to whose benefit they were made out. 

8. The bankrupt, on page 18 of his memorandum 
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Affidavit of Frederick C. Stern In Support of Motion 

in opposition to the specifications objecting to discharge, 
admits that the creation of the credit memoranda would have 
been a violation of the relevant section of Title 18, United 
States Code, Section 152 and points out to the Court the remedy 
which the trustee is now requesting. 

9. The trustee respectfully contends that it 
would subserve the ends of justice to permit the amendment to 
the specifications which are requested herein to conform to 
the evidence which has already been admitted in open Court. 

The requested amendments would in no way surprise the bankrupt 
or require the taking of additional proof. 

WHEREFORE, it is respectfully requested that 
the specifications objecting to discharge be amended as in the 
proposed amended specifications attached hereto and that the 
Court grant such other and further relief as may be just under 
the circumstances. 

_ Frederick C. Stern 

FREDERICK C. STERN 

Sworn to before me this 

24th day of October, 1972. 

Frances C. Gebbia _ 

Notary Public 

FRANCES C. GEBBIA 

Notary Public, State of New York 

No. 41-6475793 

Qualified in Queens County 

Commission Expires March 30, 1974 
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PROPOSED AMENDED SPECIFICATIONS OF OBJECTIONS TO DISCHARGE 

UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF NEW YORK 
-- x 

In the Matter In Bankruptcy No. 67-B-668 

of 

MELVIN LICHT, 

Bankrupt. 

----X 

TO THE HONORABLE MANUEL J. PRICE, 

REFEREE IN BANKRUPTCY: 

HERBERT L. ASH, of 67-29 215th Street, Bayside, 
New York, in the County of Queens, State of New York, Trustee 
of the Estate of Melvin Licht, the above-named bankrupt, having 
examined into the acts and conduct of said bankrupt, and being 
satisfied that probable grounds exist for the denial of the 
discharge of the said bankrupt, does hereby oppose the granting 
to said bankrupt of a discharge from his debts and specifies 
the following as grounds of objections: 

1. The bankrupt has committed an offense pun¬ 
ishable by imprisonment as provided under Title 18, United 
States Code, Section 152, in that the bankrupt (a) knowingly 
and fraudulently concealed from the Trustee in Bankruptcy and 
the creditors of the estate of John Licht, Inc., (a bankrupt 
in proceedings before this Court) property belonging to said 
estate; and (b) in contemplation of the bankruptcy proceeding 
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Proposed Amended Specifications of Objections to Discharge 

of John Licht, Inc., knowingly and fraudulently transferred 
to himself property of John Licht, Inc., to wit: 

The bankrupt obtained coupons, points, premiums 
and/or merchandise stamps belonging to John Licht, Inc., and 
entitling it to various merchandise, and used same to his own 
benefit and account for the acquisition of, among other things, 
clothing, carpeting, living room furniture, dining room furni¬ 
ture, televisions, a typewriter, a stereo outfit, a bar and 
lamps without paying said corporation consideration therefor. 

2. The bankrupt has committed an offense punish¬ 
able by imprisonment as provided under Title 18, United States 
Code, Section 152, in that, after the filing of a bankruptcy 
proceeding by John Licht, Inc., and in contemplation thereof, 
the bankrupt knowingly and fraudulently falsified or made a 
false entry in documents affecting or relating to the property 
or affairs of said John Licht, Inc., to wit: 

(a) Entries representing accounts 
receivable were made in the books 
and records of John Licht, Inc., 
for merchandise which was not actu¬ 
ally sold by it. 

(b) Invoices were created for merchan¬ 
dise not sold or shipped by John 
Licht, Inc. 

- 2 - 
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Proposed Amended Specifications of Objections to Discharge 

(c) Invoices were created for prices 
higher than the actual sales 
price of merchandise sold by John 
Licht, Inc. 

(d) Sales of merchandise of John Licht, 

Inc., were made without proper 
invoices being created or proper 
entry being made as to the same in 
the books and records of John Licht, 

i 

Inc. 

(e) The books and records of John Licht, 
Inc., failed to disclose an account 
of John Licht, Inc., with the Royal 
National Bank and deposits made 
therein of funds belonging to John 
Licht, Inc. 

(f) Records of sales made by John Licht, 

Inc., to customers in which the bank¬ 
rupt had a financial interest were 
falsified in that they were recorded 
as made to false or non-existent 
customer names. 

(g) Entries were made in the books of 


I 

/ 


- 3 - 
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John Licht, Inc., representing 
returns of merchandise to said 
Company, none of which was actually 
received by it. 

(h) Payments received from customers 
of John Licht, Inc., were credited 
to fictitious accounts. 

(i) The books and records of John Licht, 
Inc., failed to reflect payments 
made to Gloria Takowsky, whc was 
employed by it, and who is the sister 
of the bankrupt. 
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AFFIDAVIT OF MICHAEL BERMAN IN OPPOSITION TO MOTION 

UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF NEW YORK 

- ...X 

In the Matter 

In Bankruptcy 

of No. 67B668 

MELVIN LICHT, 

Bankrupt. 

- .---X 

t 

STATE OF NEW YORK ) 

: SS : 

COUNTY OF NEW YORK) 

MICHAEL BERMAN, being duly sworn, says: 

I am the attorney for the bankrupt herein 
and submit this affidavit in opposition to the extraordinary 
motion made by the trustee to amend his specifications of 
objections, after the submission of the case to the Court 
and then to conform the amended specifications to the proof 
and evidence heard on the trial. 

By order of this Court, the last date to file 
specifications of objections to the bankrupt's discharge, 
was fixed as the 13th day of September, 1967. 

By subsequent orders obtained by the trustee 
over a period of two and one-half years, the time to file 
specifications of objections was extended until specifica¬ 
tions of objections were filed on March 5, 1970. 
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Affidavit of Michael Berman In Opposition to Motion 

The facts which form the basis of the speci¬ 
fications were obtained in 21a examinations of the bankrupt, 
held in July, August and September, 1967. No new or rele¬ 
vant facts have come into existence or have been ascertain¬ 
ed since that time and certainly not since the filing of 
the specifications on March 5, 1970. 

The law is clear that amendments to specifica¬ 
tions must be made with due diligence and that no new speci¬ 
fications may be filed after the time fixed for the filing 
of specifications. 

AS TO SPECIFICATION "lb" 

The trustee seeks to amend specification "lb" 
by adding thereto the word "fraudulently", to the said 
specification. This amendment is sought after the time to 
file specifications of objections expired in March, 1970 
and after this case has been heard and submitted to the 
Court for decision. 

At the hearing before this Court, held on 
June 16, 1972, I moved to dismiss specification "lb" and 
the Court reserved decision on that motion. (pp. 34, 35, 36) 

The trustee's application to conform the speci¬ 
fications to the proof is based upon Rule 15 of the Federal 
Rules of Civil Procedure. 
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are 


Under General Order 37, the federal rules 
applicable to bankruptcy proceedings only "insofar as they 
are not inconsistent with the Act, or with these General 
Orders". 

It will be shown in the memorandum submitted 
herewith, that Rule 15 is not applicable to amending and 
filing new specifications of objections. 

The application to amend after the submission 
of the case to the Court, should be denied in all respects. 

AS TO SPECIFICATION "2g" 

The trustee seeks to add a new specification 
at this late date. 

Specification "2g", as alleged, charges the 
bankrupt with having made false entries in the books and 
records of John Licht, Inc., in contemplation of the bankrupt 
cy proceeding. 

The new specification seeks to charge the bank 
rupt with having made false entries in the books and records 
of John Licht, Inc., subsequent to the filing of the bankrupt 
cy proceedings. 

The trustee now seeks to add the new specifica 
tion to conform to the testimony and proof offered at the 
hearing. 
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Affidavit of Michael Berman In Opposition to Motion 

The law is clear that adding a new specification 
after the time to file specifications has expired and after 
the submission of the case to the Court, cannot be permitted. 

At the haring before this Court, held on August 
9, 1972 and at the conclusion of proof offered by the trustee, 

I stated as follows: 

'*MR. BERMAN: I was going to move to 

dismiss all of 2". (p. 100) 

Mr. Stern, the attorney for the trustee, re¬ 
quested that he get time within which to offer additional 
proof and the Court indicated that in any event, it was going 
to reserve decision until briefs were submitted. (pp. 101, 102- 
8/9/72). 

At the conclusion of all of the hearings and 
upon the final submission of all testimony, the Court requested 
that both parties submit briefs and refrain from making any 
oral motions and both parties were given four or five weeks 
within which to submit such briefs. (p. 67- 8/18/72). 

Under the circumstances, there was no necessity 
for objecting to testimony which was being offered in support 
of specification M 2 M , until the conclusion of the hearing. As 
heretofore indicated, at the conclusion of the hearing, the 
Court reserved decision on all motions until written briefs 
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Affidavit of Michael Berman In Opposition to Motion 
were submitted. 

Under all of the circumstances, the application 
of the trustee should be denied in all respects. 

Sworn to before me, this 
1st day of November, 1972. 

Michael Berman 

M. DAVID GRAUBARD 

Notary Public, State of New York 

No. 41-6529165 

Qualified in Queens County 

Commission Expires March 30, 1974 
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TRIAL TRANSCRIPT OF JUNE 9, 1972 
Pages 4-line 11 to page 50, line 18 
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Q 


Mr. Licht, are you employed now? 
Yes. 


A 

Q 

A 

Q 

A 


By whom are you employed? 

Essex Warehouse Distributors. 

How lone have you been employed by Essex? 
Four and a half years. 


I 

j 


Q Have you been with Essex since you left 

Republic Battery? 

Q Yes. 

Q Since the time that you left the employ of 

John Licht, Inc., have you had any other employment 
other than those two companies? 

A No. 

Q What was your position with John Liont, 

Inc. ? 


A 


Manager 






ji 
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- | 

Q 

Did you have a corporate office position? 


1 

3 

A 

Vice-President. 



* 

V 

Q 

That was a corporate entity, John Licht? 



5 

A 

Yes. 



6 


THE REFEREE: Is that John Licht, Inc.? 



7 


MR. STERN: Yes sir. 



6 

Q 

Now, prior to the bankruptcy of John Licht 


(s 

9 ! 

Inc., did that company have any promotional plans 



10 

with any 

of Its suppliers regarding either earning 



11 

or purchase by the bankrupt corporation of coupons 



12 i 

which could be redeemed for merchandise? 



13 j 

A 

Yes, 



14 t 

j 

Q 

Did it have such a plan with the Tnermoid 


j 

IS 1 

| 

Division 

of the H. K. Porter Company? 


h 

16 

li 

A 

Yes. 



17 | 

Q 

Now, in connection with the plan with the 



•* r% 

H. K. Porter Company, did the bankrupt John Licht, 



19 i 

Inc. obtain certain coupons, as a result of that 



20 

plan? 




21 

A 

Yes. 


" 

22 ; 

Q 

And was any merchandise \.eh had been —, . 


23 

merchandise or personal property of any kina which 

I 

1 • 

24 

had been 

i 

obtained through those coupons taken by you ! 

l 

25 

and used 

to your o’*':' purposes? 

• 


il 

A 

Yen. 

t 

i 
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6 


MR. BERMAN: May I have that last question 
read, please? 

( Last question read by the Reporter.) 
REPORTER: " And was any merchandise 

which had been —, merchandise or personal property 
of any kind which had been obtained through those 
coupons taken by you and used to your own purposes? 

A : Yes. " 

( End of quote) 

Q Did that merchanidse include a Dlai-A-Ma- 

tlc v^cum cleaner which was obtained on or about 
February 8, 1967 ? 

A It was a 'rncum cleaner, yes. 

Q Which was obtained through the use of the 

these coupons? 

A Yes. 

Q Co you remember the approximate value of 

that vacum clearer? 

A Mo, I don’t. 

Q I am going to show you a document which 

was previously marked trustee’s exhibit 9-A, for 
identification, of July 11, 1967 , will you examine 
that? Can you identify what that document Is? 

A Well, it is a bill to the Thermold Divi¬ 


sion H. K. Porter from the Premium House in Cleve- 
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land, Ohio. 

Q If you look at the top, is there a ship¬ 

ping address on that? 

A Shipped to myself at my home in Lawrence. 

Q And is this the invoice of bill represent¬ 

ing the vacum cleaner that you just described a min-! 
ute ago? 

A Yes. 

Q If you look at the column under amount, 

does the figure $103.3^ refresh your recollection as 
to the value of the vacum cleaner? 

A No, not at all. 

Q So that figure has no meaning? 

A No, we never had any bills of prices of 

the merchandise. 

Q But, did you have any idea of the value of 

the merchandise at the time you got it? 

A At the time the coupons had a worth , and 

they were supposed to be twice the amount of the —. 
Q I am talking abuut the vacum cleaner, did 

you have any idea? 

A I am trying to explain it to you. The cou 

-pdns hud a worth of x amount of dollars, and the 
purchased merchandise was usually double that amount , 
So, if the coupon was worth $50.00, then we assume 
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the vac urn was worth $100.00. 

3 So is It your present understanding on 

the basis of —? 

THE REFEREE: Perhaps if you show it to 
Mr. German, it may save time. 

MR. BERMAN: Are you offering this in 

evidence? 

MR. STERN: I will. Your Honor, I offer 
this document as Trustee's exhibit /< 1. 

THE REFEREE: Do you have any objections? 
MR. BERMAN: No sir. 

THE REFEREE: Fine.. 

MR. STERN: Would you like to look at it, 
your Honor? 

THE REFEREE: No, after it's marked. I’ll 
look at it. Mark it a3 trustee’s exhibit #1, of 
today's date. 

( So marked by the Cburt Reporter. ) 

MR. BERMAN: May I see it again. 

MR. STERN: Here, Mr. Berman. 

\ 

Continued Examination. 

Q Examining this exhibit, Mr. Licht, there i; 

is a description for a vacum cleaner, and I believe 
it says in amount, next to the description, $97.16. 
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And there Is also a description of a set of attach¬ 
ments, and the figure $6.20. 

A That's not what it says. 

Q What does it say? 

A It says " Railway Express, $6.20." 

Q I am sorry, then we'll restrict ourselves 

to the $97.16. In the light of examining that ex¬ 
hibit, and in view of the fact that that represents 
the vacum cleaner which you obtained, do you accept 
that the value of that vacum cleaner is $97.16? 

MR. BERMAN: Your Honor, I object to the 
question on the grounds that the exhibit speaks for 
itself. 

iHE REFEREE: The objection is sustained. 
MR. STERN: I'll take that back. 

Q Did you, yourself, have no independent 

understanding or opinion of what the value of that 
item wa3 when you received it? 

A No, I did not. 

THE REFEREE: Mr. Licht, when you received 
that or prior to the time that you received that, 
would you have delivered approximately $50.00 worth 
of coupons? Is that the way it works? 

\ 

A Well, the item would have so many coupons 

for the item, and I don't recall right now how much 


T 




10 


A33 

✓ 

each coupon was worth. 

THE REFEREE: Was it approximately double 

the value? 

A Right, it was double 

THE REFEREE: In other words, if the vacur. 
cleaner was worth $100.00, you would have to deliver 
to the company fifty coupons? 

MR. BERMAN: No, two hundred, your Honor. 
THE REFEREE: I see, each coupon was worth 
only half the value. 

A Well, that was usually the rule of thumb, 

your Honor, but there was various different rates. 

THE REFEREE: In this instance t- get a 

| 

dollar worth of merchandise, you had to submit $2.0C 
worth of coupons? 

A Right. 

MR. BERMAN: No, two coupons, the coupons 
were worth fifth cent3. 

THE REFEREE: Is that so? Then you sub-' 
mit ,two coupons? 

MR. BERMAN: That's right. 

Q Now, on or about January 25, 196?, did 

you obtain a bedroom set through these ... K. Porter 
coupons? 

A A bedroom set? i 
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2 ! 

Q That’s correct. 

3 | 

THE REFEREE: Do you have an Invoice for 

4 

I 

it? 

I 

5 

MR. STERN: Yes, your Honor. 

6 

1 

THE REFEREE: My subsection is this, dc! 

7 

you have a whole series of these? 

S 

MR. STERN: Yes, your Honor. 

9 

THE REFEREE: Why don’t you show then to 

10 | 

1 

Mr. Berman, and perhaps, we may obviate the necess¬ 

i 

1 

lM 1 

ity of educing testimony on each one. Let hin take 

i • 

1 

12 

a look at them. I believe that they were narked at 

* 

13 

the examination. 

14 

MR. STERN: They were, your Honor, 

15 

MR. BERMAN: Your Honor, I would like the 

16 ! 

witness to look at them too, and testify as to whet¬ 

1 

17 

her he actually received them. 

13 

THE REFEREE: By all means. But, I'd like 

i 

| 

19 

you to look at them first. Then let Mr. Licht look 

20 

at them and if they were received by him, let him 

21 

I 

so state. Perhaps they can all go in as one. 

1 

22 

! MR. BERMAN: Would you look at these, Mr. 

i 

23 

Licht? 

i 

24 

Jt MR. STERN: I think before I ask hin, I 

25 

will offer them in evidence. 

i 


il 

THE REFEREE: No, v/hy don’t you ask Mr. 
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Licht If he recalls receiving these items. 

MR. STERN: All right. 

Q Mr. Licht, looking at the document pre¬ 

viously identified as trustee’s exhibit #9B for 
identification, of July 11,1967, did you receive 
the merchandise on that document? 

A Yes sir. 

Q And similarly, with a document previously 

identified as exhibit #9C of that date, did you 

receive the item on that invoice? 

A Yes 

Q And examining this document previously 

identified as trustee’s exhibit of thai date, j 
did you receive that merchandise? 

A Yes 

I 

Q This one, which was previously identified' 

as trustee's exhibit #9E is for carpeting for Mr, , 
John Lciht, do you knew of your own knowledge, 

1 

whether or not Mr. John Licht received that carpet- 

I 

ing as indicated on that invoice? 

\ 

A Yes, he did. 

| 

THE REFEREE: May we suspend for a moment 
off the record. 

( Discussion off the record. ) 

THE REFEREE: Are you trying both sets i 

i 
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2 

Oj specifications? You nay proceed any way you 

3 

wish, but I’d like to keep the natter straight in 

4 

my own mind. 

1 

C 

mS 

MR. STERN: Well, I made it a point. 

1 

6 

NR. BERMAN: I suggest that he kaeps then 

7 

separate. 

. 1 

8 

. 

THE RErEREE: I suggest that you keep 

y 

the John Licht, and the Melvin Licht natters sepa¬ 

10 

rate, 

» 

1 

11 

MR. STERN: Since, we’ve already alluded ! 

| 

12 

i it ... 

13 

THE REFEREE: You’ve alluded to it, but 

j 

14 

you don’t have to offer it. 

1 *' 1 

MR. STERN: That’s right. 

» 

xo 

1 Q Will you examine this document previously 

17 

identified as trustee's exhibit #9F, and tell the 

16 | 

court whether you received the carpeting v/hich is 

19 

indicated on that document? 

! 

20 1 

A Yes. 

» 

21 i 

Q’ The last exhibit in this group was pre¬ 

22 

viously identified as trustee’s exhibit #9G of July 

23 

11, 1967, and it is for ten 11 ins. T. V. sets, did 

i 1 

2*. 

you personally receive for your own use any of 


those T. V. sets? 


A 


No, I didn’t 



i-'l 


4 l! 


C 


V 

10 

11 

12 ! 

* 

AJ 


-o 

17 

13 

19 
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Q Do you know who did receive those ten 

T. V. seta? 

A They were shipped Into the company. 

Q And what happened to them after they were 

shipped Into the company? 

A They wore sold through the company or 

given out as premiums In the company. 

Q With the exception of those T. V. sets, 

you did receive for your own use, all the r.orchan- 

v 

disc on the other documents you examined with the 
further exception of the carpeting whicn you be- 
lieve went to vour father. Is that correct? 

A Yes. 

MR, STERN: I would like to have thv s 
documents marked as trustee’s exhibits, in seria- 
tum, following first? 

MR. BERMAN: May I ask the witness a quesj 
-tion on a voir dire? 

THE REFEREE: Yes. 

MR. BERMAN: Now, Mr. Licht, mer¬ 
chandise that you testified that you received as 
indicated on these invoices, can you tell me the 
dates when you received them? Were the dates that 
are indicated here, or were they other dates? 

MR. STERN: Your Honor, —. 












THE REFEREE: No, I an going to allow it. 1 
We’ll see what Mr. Licht replies. 

I 

MR. STERN: Is that question aimed at 
the validity of the docunent? 

THE REFEREE: it could be, let’s hear 
what Mr. Berman has in mind. 

MR. LICHT: Yes, on the shipping dates 
would be when I would probably have received them. 
They have an invoice date and a shipping date here. 
And I would say around the shipping date is the 
date I would have received them, ma>be a week later 
or so. 

MR. BERMAN: All right. I have no object 

! 

-ions» Except that I do object to the exhibits 
which Mr. Licht say3 he did not receive. 

MR. STERN: I didn't plan to offer them. 
THE REFEREE: That hasn't been offered. 

MR. BERMAN: Well, he had them together. 
MR. STERN: I thought I had taken pains | 
to separate them. 

MR. BERMAN: No, you hadn't. 

MR. STERN: I'll keep them apart. 

THE REFEREE: Fine, those are the in¬ 


voices for merchandise receive by Mr. Licht, and 
they do not include merchandise that were sent to 






John Licht, his father.• 


MR. STERN: They do not include the car¬ 
peting to John Licht, personally, or the ten color 
T. V. 3ets that were delivered to the company. 

MR. BERMAN: I have one other oojectlon, 
your Honor. 

THE REFEREE: Yes? 

MR. BERMAN: I object to the introdu* 
tion into evidence of the invoice which refers to 
a special three-piece sofa, upon the grou.as that 
this is indicated as having been shipped on June 6, 
1966, and in answer to the trustee’s interrogator¬ 
ies, the trustee alleged that the bankrupt receivec 
a three-piece sofa with two chairs on Jui._ o, 1967 
So I think he is barred from offering any:hing 
which was received by the bankrupt on June 8, 1966, 
a completely different day than the cate s^atea on 
the —. We relied on these answers, and I there- 

I 

fore object to it. 

THE REFEREE: Was that a typographical 
error? j 

MR. STERN: I am sore is was a typograph-j 


ical error, your Honor. 

THE REFEREE: I will allow it. 

BERMAN: I except, your honor. 




^[R. 55TERM: If ycu want, I ear. .30 into 
testimony in the previous examinations which would 
indicate that it was. 

MR. BERMAM: Well, I am sorry, your Konoi 
these interrogatories and answers are usee for the 
purpose of binding the parties. 

THE REFEREE: I agree. 


by this. 


.iR. BERMAN: Now, I think he was bound 


THE REFEREE: He is. 

MR. BERMAN: But, your Honor has overrul¬ 


ed my objections. 


THE REFEREE: I have. 

MR. STERN: Can we get these marked? 

THE REFEREE: Mark them. 

MR. BERMAN: Are they goipg to be marked 


as.one exhibit? 


THE REFEREE: Is there any reason why you 


want to mark seriatum? 


handle. 


MR. STERN: I think it makes it easier to 


THE REFEREE: I was going to suggest that 


we have them marked 2 A, B, C, and so on, but we caij 


can mark them.. 


MR. STERN: I think it is the same 


■w . <• 


thine 




II 


~ A.'.: just be careful which one 

i 

you are marking as you go. 

MR. STERN: V.’e have an invoice number 
37034 which will be marked as trustee’s exhibit it 2 . 
MR. BERMAN: What is it? 

MR. STERN: It is the special three-piece 
sofa with the two chairs, two swivel chairs. 

( So marked by the Court Reporter. ) 

MR. STERN: Next is invoice number 39299, 
for two chairs. That will be trustee’s e-x..isit ?/3, 

( So marked by the Court Reporter. ) 

MR. STERN: Next is Invoice numb... 36733, 

I 

for carpeting which will be trustee's exhi -1 fik. 

( So marked by the Court Reporter. ) 

MR. STERN: Next is invoice r.a.T~_r *.-;-*70 J 

for a bedroom set corner table, and six shunters 
and frames, which will be trustee's exhibit ff5 . 

( So marked by the Court Reporter. ) 

MR. STERN: Your Honor, Counsel for the 
bankrupt, with regard to the first exhibit, had sug¬ 
gested that the exhibits speak for themselves. I 
assume that he takes the same position with regard 
to all the others. 

MR. BERMAN: Not my position, the legal 
position. It is the law. 


d 
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i 
i 

THE REFEREE: So that you ars net j/oang j 
Into the price as set forth on each or.i? 

MR. STERN: That’s right, your Honor. 

And I believe that the witness also 
regard to exhibit #1, that he had receiver the mer¬ 
chandise within ammatter of a week or soof of the ! 

1 

t 

shipping date, and X assume the same would ho_(i true 

for the others, is that correct? 

A Yes. 

CONTINUED EXAMINATION 
BY MR, STERN: 

Q Did John Licht, Inc., have a point preg- ! 

ram with the A. C, Division of General Motors Corp¬ 
oration? 

j 

A Yes. 

Q Could you explain for the court how that 

program worked? 

A Well, the program worked in two different 

ways. One way, they gave you a merchandise goal 
of purchases, 01 which if you earned them, then you] 
earned the points. 

T..E REFEREE: Excuse me. Let me under¬ 
stand you, and tell me if this is the way it works. 
You have a quota for a certain amount of merchan¬ 
dise that had to be sold, is that it? 
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A Y ec 

-HE RF.rEREE: A.nd if you sold that amount 
of merchandise, you would be given a certain num¬ 
ber of points, is that it? 

A I will clarify it more, your Honor. 

THE REFEREE: Yea, please do. 

A Say we had an objective of $100,000.00, 

they would say that you are entitled to a hundred 
thousand points, I don't recall the exact And 

they would bill us for half a cent a point. \ T cv:, 
if we reached the $100,000.00, and went so much 
percentage of the $100,000.00, we would earn back 
the cost of the points down to a quarter percent. 

So actually if we did $200,000.00, the points would 
wind up costing u3 a quarter percent. 

THE REFEREE: I see. 

A They usually set up on what we would part 

icipate to earn then at a quarter percent. Then, 
the second way we would earn them is by buying cer¬ 
tain goods, which we would be able to purchase goods 
at a third a percent, or different fractions of the 
same. If we bought so many oil filters, they’ll 
buy so many points at such and such a price, if we 
bought so many spark plugs, they’ll buy so many 
points at such and such a price. 






THE REFEREE: A point was worth a penny? ■ 
A A point had a 30-called retail value cf 

a penny, but it really wasn’t. But at a quarter 
percent or a third a percent, it v;as a good pur- t 
chase. v. . 

Q Aside from what these points v/culd cost 

you, take the points that you got for a quarter 
percent, they would cost you a quarter of a cent? 

A That’s right. 

Q When I say you, I mean John Licht, Inc. 

A Yes. 

Q Now, what '.would the purchase v; lue of 

i 

those points be? In other words, what could you 

! 

get In goods and merchandise i what value of mer- , 
chandise for each point? 

A If it is worth a quarter of a Cv-.'.t, so 

for every point I can get a penny's worth of mer¬ 
chandise for a quarter of a cent. ' 

THE REFEREE: In other words. If you had j 

i 

a hundred cents, you'd have a dollar, is that so? j 
A That's correct. 

THE REFEREE: You would then be k .ble to 
buy a hundred dollars worth of merchandise, and 
that hundred dollars worth of merchandise actually ! 

I 

cost you twenty five dollars, by reason of the fact! 






9 > 

! 
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that you purchased the points at a quarter of a 
cent a piece. Is that It? 

A That's right, your Honor. 

Q Now, was this arrangement pursue..-.t to 

some kind of written agreement to a contract be¬ 
tween John Llcht, Inc. and General Motors? 

A I don't think there was any contract, I 

am not sure, but I don't think there was any con¬ 
tract. 

Q Was there any agreement or understanding 

between John Llcht, Inc. and the A. C. Division of 
General Motors as to what the points or the mer¬ 
chandise purchased were to be used for? 

A No. 

Q Wa3 it to be used for sales promotional 

purposes? 

A We used it for sales promotional purposes 

Q Was it supposed to be used that ..ay? 

A Yes, part of it. 

0 Was it supposed to be used for salts 

promotional purposes with the sales employee.-, of 
John Llcht, Inc.? 

A 
Q 


A 


If we sold as desired, it could be. 
Was it supposed to be used for sales? 
If we sold as desired, it could be. 
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3 I 


S' J 


9 

10 

•* * 

1 X 

12 

13 

14 1 | 

15 


it 


23 l! 


V.'ar> there any restrictions on the uses to 
which that could be put? 

A No. 

MR. STERN: If your Honor will bev.r with 
me for a while. 

THE EErEREE: Go right ahead. 

MR. oTERN: Mr. Licht, do you remember 
testifying at a hearing before Referee Pric. on Sep¬ 
tember 22 , I 967 ? 

A Yes. 

MR. STERN; Do you remember being _ 
these questions, and giving these answers? :;ucte: 

" Q What was the purpose of these pri_ oarti- 

cipation agreements with the A. C. Division? 

A Thsre was incentive in reaching quotas to 

reach prize points. 

Q In other words, as indicated in paragraph 

five of the top agreement,: " we understand and agree 
th - c all funds committed for the T & P package orders 
above, would be used for the express purpose of stag¬ 
ing internal sales contests to A. C. products' is 

that the purpose of this prize point arrangement? 

A Partially. 

Q What was the other partial jart for? 

A We gave them to customers also. 
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Q In other words, it was to promote sales 

of A. C. products by your sales force, and uj your 
customers to buy more A. C. products, is that right? 
A That's right. " 

Q Do you remember being asked those ques¬ 

tions and giving those answer's? 

A Yes, 

Q Does that refresh your recollection now 

as to what the purpose of what those prize points 
was? 

A J answered that before, that's what I told 

you before. I know what they were for. I told you 
in the last answer. 

Q Well, does that refresh your recollection 

that that was the only purpose for which they were 
for? 

A No, that wasn't what 

MR. BERMAN: Your Honor, I object to It on 
the ground that the witness ha3 ansv/ered the ques¬ 
tion in the manner indicated in the testimony read 
by Counsel. 

THE REFEREE: Counsel doesn't agree. I'll 
permit him to examine further. 

MR. STERN: There is a '-’•■'-tion pend 1 "- 






i 




1 

i 

• 

l 



Al*8 




l 

do you 

know what the question is, or would you like 

3 

t 

i 


it read 

back? 

• / 

! 



THE REFEREE: Why not have it read back? 


t 


Reporter reads last question: 

C 

; 


"Q 

Well, does that refresh your recollection 

7 



that that was the only purpose for which they were 

3 



for? 

i 

9 

i 

i 


A 

Mo. " 

10 

j 



THE REFEREE: That wa 3 the last question. 

mm 



Q 

Mr. Licht, I am coins to shov; you a docu- 

12 

i 


mcnt that was previously identified as trustee's 

i: 



exhibit 

#1 for identification, of September 22, 1967' 

14 

I 

i 

i 


and ask 

you if you recognize what it is? 

15 

i 


A 

Yes. 

13 



Q 

What is that? 

♦ 

17 i 



Q 

This is the incentive program on the quota 

• 

is 

i 


i 

based on the earning back of prize points. 

. i 

19 

i 

! 


Q 

Does your signature appear anywhere on 

20 ; 

! 

• 

that? 


2! 1! 


A 

Yes, it does on the bottom. 

1 

22 



Q 

And that is your signature? 

23 


• 

A 

Yes. 

24 

i • 



-MR. STERN: I plan to offer that into evi-l 

25 



hence, Mr. Berman. Do you want to have a look at 


it? 




THE RE rT v,EE: Mark it, have you any objec-' 

tions? 

MR. BERMAN: No objections, your Honor. 

MR. STERN: Mark it as trustee’s exhibit 

PS. 

( So marked by the Court Reporter. ) 

MR. BERMAN: Your Honor, I noticed that _, 

let me see the one that is marked in evidence. 

THE REFEREE: That's the agreement. 

MR « BERMAN: I Just want to see whether it 
refers to the other side, because I notice some of 
these others do. They indicate something on the re¬ 
verse side, but I don't see any reverse sides here. 
Let me see whether the exhibit has that too. | 

MR. STERN: I won't refer to the blank 

side. 

i.HE REFEREE: Tf you are going to submit 
a document, you must submit the whole thing. These 
are all photo copies that you are offering. 

MR. STERN: Yes, these are all photo- cop¬ 
ies . 


THE REFEREE: These are all photo copies, 
normally I require original and photo copies to be 
substituted there for. 


MR. BERMAN: Do you have the originals? 
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271 

?’!R. STERN: I'll have‘to look, bus these 
have been previously narked for identification. 

TTR. BERMAN: Your Honor, I want to with¬ 
draw r.y consent to exhibit 06 , on the ground that it 
appears in exhibit 06 that there was a reverse side 
and I think the whole exhibit should be offered. 

THE REFEREE: I agree with you. 

MR. BERijAN: And the sane seems to be true 
for these other documents. 

THE REFEREE: Well, exhibit H-C lr. evidence 
will be marked for identification, and I'll permit 
you to produce the original. Change the mark for 
US in evidence to 06 for identification. ! 

( Document previously marked in evidence 

i 

by Court Reporter is now marked for identification.)^ 

i 

Q I direct your attention to sentence number ' 

5 of section A, which is up in the top —. 

THE REFEREE: Are you now reforming to 
exhibit 06 for identification? 

MR. STERN: Yes, your Honor. 

Q That sentence says " we understand and 

i 

agree that all funds committed for the Tip package 
ordered above will be used for the express purpose 
of staging interna* sales contest of A.', products." 





2u 



M 
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w 



! 

Does that refresh your recollection as to whather or 

3 


not there was any restriction on the use that these 

4'* 

• 

l * 

i 


points 

could be put to? 

c 

w 

t 


A 

There was no restriction on what these 

o 

i 

i 

i 


points 

could be used for. 

7 

• 

! 

i 

i 


Q 

Well, did you read this document before 

. 

s 

• 

i 


you signed it? 

9 

| 


A 

There was no restriction on what these 

10 

t 


points 

could be used for. 

11 




THE REFEREE: That isn't the ansrer to the 

12 



question. 

13 



A 

I read the document. Now,, any order that ! 

1 

14 



was sent to A. C. —. i 

i 

15 

i 


Q 

You read the document? 

13 

{ 

i 

i 


A 

Yes. 

i 

17 



Q 

Before you signed it? 

i 




MR. BERMAN: I object, your Honor. The 

1 

13 I 

i 


question was did that refresh his recollection. 

1 

20 

! 

• 


» 

THE REFEREE: No, the last question wa 3 

21 



did he 

read the document. 

22 



\ 

MR. BERMAN: All right. 

23 


• 

Q 

Did you understand what you read? 

24 



A 

Yes. j 

25 



Q 

Now, in connection with this A. C. point 




program 

, did you receive personally for :^ur own use,, 

1 

1 
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any goods or merchandise, personal property, through 
that point program? 

A Yes. 

Q Did you receive on or about April of 

1966 a table? Well, let me show you this t.ocuner.t 

v.'hich was previously identified as trusteed exhibit- 
* 

03 for identification of September 22, 1367 , and 
ask you if you recognize what that document is? 

A Yes. 

Q And what is that document? 

A It *s a table, 

Q I mean what is the document? 

A I am sorry, please ask the question again. 

i 

Q Do you recognize what that document is? 

A Yes. 


Q What is it? 

A It’s a purchase order for a table. 

Q Is this a purchase order to a company call: 

-ed Maritz through the A, C, point progr..m? j 

A Tes, it is, j 

Q And also, this says " shipped to :iel Lichtj, 

M Bayberry Road, Lawrence New York? 

A Yes. 

Q Was that your home address? 

A . Yes, it was. 
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i 


8 ; 

i 

l 

9 i 

i 

! 

10 ! 

i 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 • 


Q And war. the table described or. this docu¬ 

ment received by you at your Home? 

A Yes. 

Q Was it used by your personally? 

A Yes. 

MR. STERN: I'd like to have this marked 
as trustee's exhibit 07. 

THE REFEREE: Off the record. 

( Discussion off the record. ) 

THE REFEREE: Is this one of those that 
referred to the back? 

MR. STERN: No, this is a different group, 
your Honor. 

THE REFEREE: Ml right. 

v 

MR. BERMAN: No, the others arc ^he con¬ 
sent to agreements. These are purchase orders. May 
I ask a question on the voir dire? 

THE REFEREE: Certainly, Mr. Bor ‘'n. 

MR. BERMAN: Mr. Licht, this purchase or¬ 
der is dated April 23, 1966, dees that indicate the 
date when you received it? 

A No, that would indicate the date that it 

was ordered. I might not have received it for many 
months after that. 

MR. BERMAN: I see, I have no objection. 


i. 


i 


# < 






. I 

X I 


-/ — 


STERN:. But, you eo have a recollec¬ 


tion of having received it? 


dence? 


THE REFEREE: He so testified. 


Yes. 


MR. BERMAN: This is exhibit #7 in evi¬ 


MR. STERN: It has invoice number 27633 


for further identification. 


( So marked by the Court Reporter. ) 
Continued Direct Examination: 

Q There is a figure in the column entitled 

" part-number " of sixty thousand, four hundred, do 
you see that there? 

A Yes. 

Q Does that represent the number 01 ' points 

that were required for this order? 

A Yes. 

Q And could you reduce that to a cash value 

for the court? 

A '$150.00. 

Q Is that what they cist John Licht, or is 

that what they were worth in purchasing pc. :-r? i 

1 

A That's what they cost John Licht. 

Q So they were worth more in purchasing 

power, is that correct? 


I 
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i 


8 i! 

II 

9 

10 


12 I! 

13 li 
Ur 
13 
16 


1 > ' 




23 

2 * 


A That’s right. 

Q They would be worth approximately $300.00, 

is that so? 

A That's right. 

Q Now, I show you a purchase order, number 

2776, dated May 5, 1966, to the Maritz Company which] 
has been previously identified as trustee’s exhibit 
//4 for identification, of September 22, 1907, and 
ask you if you recognize that? 

A Yes. 

Q What is that? 

A Purchase orders for various different 

items. 

Q This is a two page document, is what your 

signature on the second page? 

A Yes. 

MR. BERMAN: Would you please asx him if 
he received these items? 

MR. STERN: I plan to, but I thought I’d 
let you look at it first. I offer this as trustee*t 
exhibit —. 

THE REFEREE: I suggest that you ask Mr. 
Licht whether he received them. 


Now, we have here an instruction that say 


" ship to Mel Licht, 44 Bayberry Road, Lawrence, Nevj 


* 
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33 


York. Nov/, that was your home address, as previous¬ 
ly testified, is that correct? 

A That’s correct. 

Q This document lists: undershirt size 38 , 

a Dominion Electric tooth-brush, two desks. _. 

. THE REFEREE: Why don’t you ask him whet¬ 
her he received them, or if he did receive a part of 
them. 

MR. BERMAN: Let him look at it. home of 
these items are stricken out on here, so you can't 
tell. Maybe he received some, and some he didn’t 
receive. 

THE REFEREE: I think the simplest v/ay to j 
do it would be to ask Mr. Licht if he received 
them. 

MR. STERN: Thank you. 

Q Would you examine this, and tell the*court 

whether you received all or any of the items on that 
purchase order? 

A What they did ...with this here, is they put 

more than one purchase order together here, your 
Honor. They ran copies crossing out purchase order 
numbers. 

THE REFEREE: In other words, this is not j 
part of the same purchase order? 






4 i 

i 


II 


II 


5 

6 
7 ! 

6 ii 

l 

j{ 

9 ii 

10 

11 
12 

13 

14 
12 

j; 

15 \ 

17 

18 

19 

20 
21 
2 ^ 
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A This purchase order shops right over here, 

I don’t know what the rest of this Is. This is done 
on this purchase order. 

MR. STERN: Let me examine that again. 

THE REFEREE: Off the record. 

( Discussion off the record.) 

. - 

, i 

Q Going again to your testimony of September 

22, 1967, on page 18, do you remember being asked 
these questions, and giving these answers? Quote: 

" Q On May 5, 1966, you issued purcha. - order 

2776 for which you bought all kinds of things* would 
look at it, and tell us what you bought? 

1 

A Undershirts, tooth-bru3h, desk lanp, type-, 

l 

writer. Hell Diver, slacks, Esquire slacks, shark- 

i 

skin slacks, shoes, ice-bucket and toaster. 

Q What is on the second page? 

A Table, six chairs, a server. 

I 

Q That was all shipped to you at Lawrence 

Long Island, is that right? 

1 

j 

A That’s right. 

I 

Q Do you still have them, except for the 

under-shirts, maybe, and the tooth-brush? 


24 F THE REFEREE: And the slacks? 

ii 

—- | Q Which probably might be worn by no.., but 

» 

the other items, do you still have them in your 
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2 

| 

1 

i, 

house? 


3 

i 

i| 

jl 

j I 

A 

I don’t have the type-writer. 

4 

li 

1 

Q 

Who has the type-writer? 

5 

i 

j 

| 

A 

It was sold. It was ordered for somebody. 

6 

i 

! 

Q 

Who was It ordered who was it ordered 

7 


for? 


o 

o 


A 

I don't recall I am sorry, that type- 

9 


writer I 

have In the house. 

10 


Q 

Who made this purchase order out? 

11 


A 

I did. 

12 


Q 

Is that likewise true of exhibit ty: 

13 


A 

Yes. 

14 

j 

Q 

Is that correct you made out all of the pur- 

15 

i 

t 

chase orders did you not? 

16 

i 

j 

A 

Yes. " 

-.7 

i 


( End of quote. ) 

13 



MR. STERN 1 : Invoice marked trustee’s exhibij 

i 

| 


*4, • 


20 

i 

Q 

Do you remember being asked those questions 

21 


and giving those answers? 

22 


A 

Yes. 

23 


Q 

Now, is that —. 

24 



4 

MR. BERMAN: May I see these exhibits? 


• 


* VV. ' •>*. y 

25 


• - 

MR. STERN: Sure. 

\ 



Q 

Is that the trustee’s exhibit //4 that you 

i 

i 






identified when you were testifying? 


A The top half is, not the bottom. This is 

all —. You have one purchase order over-la •>oinr 

I 

another and pictures made of it. 

MR. BERMAN: Your Honor, I think we car. 

accept what Mr. Licht testified to in September as 

the items that he re ;elved, he said so. We rest on 

. 

that. Are you satisfied with that? You don't have j 

i 

to go any further. 

. THE REFEPEE: It may be a question of the 
proof of the value of the points. 

MR. BERMAN: The value, but outside of that, 
the items are set forth in the testimony, and Mr. 

Licht says that that's his testimony and we'll stay 
with that. 

MR. STERN: Your Honor, my purpose in read 
ing this testimony i3 because at that time, nearly 
five years ago, specific reference was made to the 
second page, he was questioned on the second page. 

| 

He testified to receiving a table and six chairs, , 
and a server which were on the second page, hr. I 

Licht was represented at that time by Mr. Borman 

i 

and he made no objections to the ..fact that it was 1 
a photo copy or represented pages, and under- the 
circumstances, since it was previously Identified, ! 










t 


testified »o, I move to have the whole document ad¬ 
mitted in evidence at this time. 

THE REFEREE: Is it your testimony taut this 
document is a different --? 

A Yes, it is your Honor. It definitely is. 

THE REFEREE: Wait a minute. Is it a differ¬ 
ent document from the one that was shown to you on Sep¬ 
tember 22, 1967? Is it your testimony that those 
items listed on the bottom were not included? 

A I don't know, your Honor. 

THE REFEREE: Except that you didn't eastify ! 
about you weren’t even asked about the Car os maga¬ 
zine pedestal with K-68 gallery, in that testi-.ua/. 

You weren't asked about the 498 Cargos French Frcvin- j 
cial Refectory table, they only asked you about these 
items. Off the record. 

t 

i 

( Discussion off the record. ) 

THE REFEREE: It does appear, really, as 

• | 

though this was part of this one, if it was admitted in! 

j 

error. If you stand on the specific items, that's one I 
thing. Mr. Berman will concede that he received these | 
items that he testified to at the last hearing. 

MR. BERMAI’: These were marked for identifi¬ 
cation, anyway. They weren't in evidence. 

THE REFEREE: It was during first meeting. 










♦ 


MR. BERMAN: One or the other, no ic doesn't 

bind us in any way. I'll have to object to it on the 
ground tin it doesn't appear to be the best evidence. 
It is not the original document. There ha 3 to sever¬ 
al documents, regardless of the fact that it v;es marked 
for identification. 

MR. STERN: I'll withdraw this in order to 

. 

THE REFEREE: I suggest that you attuipt to 
get the original document. 

MR. STERN: I will attempt to get it. 

THE REFEREE: Do you want to mark th-c for 
identification? 

V " . 

MR. STERN: We'll mark it for ider.tirication, j 
in seriatum, the next digit number. 


MR. BERMAN: Is that 2776 that you a_o talk¬ 


ing about? 


MR. STERN: Yes. 


THE REFEREE: Mark it as exhibit i'3 for iden¬ 


tification. 


( So marked by the Court Reporter. ) 


Q But, you do have a present recollecti:a of 

having received undershirts, a tooth-brush, a desk- 
lamp, a type-writer, Hell-Diver, various k_od- of 
slacks, shoes, an ice-bucket, a twester, and a coble 
with 8lx chairs, and a server, purchased through the 


/ 
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Maritz Company, as part of this A. C. point program? 

A Yes. 

Q And that was delivered to your own house and 

used for your personal use? 

A Yes. 

THE REFEREE; Would you like a few minutes 
to look tiis over? 

MR. STERN: Yes, your Honor. 

THE REFEREE; We'll take a ten minute recess. 
( Time noted is 11; 15 A. M. , whereupon a 
ten minutes recess was taken. ) 

THE REFEREE: All right, Mr. Licht, will you j 
resume the witness stand, please. 

CONTINUED DIRECT EXAMINATION 
BY MR. STERN: 

Q Now, Mr. Licht, I show you a document pre** 

vloi ly marked Trustee's exhibit A for identification, I 
of September 22, 1967,and ask if you ree.jnicc went 
that document is? 

s 

A Yes. 

Q And is that another purchase order to the litr * 

-itz Company? 

A Yes. 

Q For merchandise through the A. C. point pro¬ 


gram? 







A Yes. 

I 

Q Is that your signature on it? 

A Yes. j 

! 

Q This talked about Jockey shorts siz^ 3-, Teu j 

i 

shirts, and — i 

t 

i 

MR. BERMAN: I object, to his reading sc, your; 
Honor, unless he offers it in evidence. 

THE REFEREE: I agree with you. ^ 

MR. STERN: I offer this in evidence. 

MR. BERMAN: May I see it, please? 

THE REFEREE: Show it to Mr. Bers_in. | 

MR. BERMAN: I can't read the date ca it, 

\ 

your Honor. It is very difficult to read the 
exhibit, i'll have to object to it as not oe_..g the 

w I 

best evidence. Because I can't read it. 'Wou_» ycar 
Honor like to take a look at it? The date s—cs -o be 
obliterated completely. i 

, THE REFEREE: Yes, let me see it. It is a 


very poor copy. 

! 

MR. STERN: Does that have the order number 

* 

on it, your Honor? 

THE REFEREE: 2624. 

MR. STERN: That's what I thought, your Honor 1 . 
THE Rjh’EREF.r Then there's another ..umber 


A 4 e 587^4 


T'11 c«iat*j*-(n 1 ~ ho inn. 








*. jl 


A 64 

MR. ST2.RU: Your Honor, this wot previously 
identified and rest rricd to,in the testimony. ..11 of 
us change and get older, and I suppose that Hr. Eer- 
man's vision isn't what it was five years u^o at nine 
isn't. 

THE REFEREE: Well, except for this, that 
at the time when it was offered, it was only narked for 
identification, and it was part of a general examina¬ 
tion of Mr. Licht. And that was not an adversary pro¬ 
ceeding. 

\ 

MR. STERN: Yes, I understand your lienor. 

. THE REFEREE: We're now in specifics. i_ns z~ 
objection, which which are quite another martyr. 

MR. STERN: l'd .like to mark that for iden- 1 

. . t 

* I 

tification. 

THE REFEREE: All right, mark it as inhibit I 
#9, please, for identification. 

( So marked by the Court Reporter. ) 

Examination continued: 

Q Mr. Licht, looking at exhibit #9 for _denti- 

fication, did you r^cive for your own U3e shorts ar.d 
shirts? 

A Yes. 

Q And a lamp? • 

> Ym . 
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2 i 

Q 

i 

All of the items 

3 i 

was 

• 

shipper to you at your 

4 j 

Lawrence, is that correct? 

5 j 

A 

Yes. 

1 

o j 

1 

! 

MR. BERMAN: This 


I would like to find out is the date when tkes>- items 
were ordered. That is \</hat I'd like to knew, lie is 
referring to exhibit #9 for identification. 

'MB. STERN: All right. 

Q Do you remember when you received those 

items? 

MR. BERMAN: No, when it was ord^Jtu. 

Q Do you remember when it was ordered? 

A No, I don't remember. 

Q Do you remember when you received if: 

A No, I don't remember. 

THE REFEREE: Why don't you take a _wOk at ii 
and see if you can cake out the date? 

Q Was if some time in June of 1966? 

MR. BERMAN: Excuse me, maybe I have some¬ 
thing. There's a stamp on here. It looks like some 
date in '66.. 

MR. S-ERN: June 1966? 

MR. BERMAN: Would you like to look at it? 
MR. STERN: It looks to me to be June 23, 









J J 

i! 

* A66 


2 

19SC 

1 

. There's a circular stamp up or. top. 

* ♦ 


3 

} 

1 

t 

. 

1 

That would be the date that the;, re^ „_ved _t.' 


4 

! 

! 

THE REFEREE: Marit2? 


5 

! A 

Yes, your Iionor. 


6 

! 

i 

I 

THE REFEREE: In other words, the..' cate, 


7 

when 

1 

Karitz received the order. 


s 

! • A 
i 

Yes, that's when Maritz received the order. 

1 

“V 

9 

Q 

And you would have received the merchandise , 


10 

some 

i 

I 

days or weeks afterwards? 

1 


11 

A 

1 

Usually around a month after on small orders 


12 

like 

i 

this. 

• I 


13 

! Q 

j 

So you would have received this approximatelyj 

. 

14 

I 

July 

j 

or August of 1966? 

» 


15 ! 

! ' A 

l 

Latter part of July or the early pert of 



15 

August. 

! 



17 

Q 

I show you another purchase order, previously 



18 

identified as trustee's exhibit #13 for icer.tification, 



19 

of September 22, 1967 —. 



20 

i 

MR. BERMAL; What is that number. 



21 


MR. STERN: Let me see, there's a number 



22 

528156. 



23 

A 

• 

That's not my purchase order number. 

• 



24 

Q 

That is not your purchase order number, but 


— 

25 

it is 

a number which is on here, is thut correct? 



A 

4 

| 

Yes. 

: 1 
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And this is John Licht, Inc. aid:iceery? 


That's right. 


There is your own purchase order number, but 


it seems to be obscured. The first two dibits are nun 


bers 2and 7, is chat correct? 


That's right. 


Is that your signature on the bottom of that?! 


Yes, it is. 


The shipping instructions are: " ship to 


Mel Licht, 44 Bayberry Road, Lawrence"? 


Yes, it is. 


MR. BERMAN: Is there a date on it? 


MR. STERN: Off the record. 


( Discussion off the record.) 


MR. STERN: It seems to be back in 1967, we 


couldn't make out the date on this one. 


THE REFEREE: Is that so? 


MR. STERN: Yes, so we'll go on. I guess 


' you will have a running objection to this. 


MR. BERMAN: Yes, I am going to object c it. 


MR. STERN: Your Honor, I want to mark this i 


for identification. 


THE REFEREE: That's exhibit #10 for iden¬ 


tification, then. 


( So marked by the Court Reporter. ) 


T 
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3 !! 


5 

6 

7 

S 

9 

10 

11 

12 

13 

14 

15 

16 
17 
IB 
19 
2d 
21 

23 

24 
23 


Q Mr. Licht, there’s a notation on Tr..shoe's 

exhibit £10 for identification which says - j 1/57 
and then under it is 4-30-66, does that r'-ft-ch ycur 
recollection as to when you First leu _:a „s„; you I 

did you receive the items ou that, the ite_.s indicated i 

i 

on that exhibit? I believe it ic six chairs. I 

' ' 

A Yes. 

| 

Q You received those items? 

A Yes. 

Q And does the marking 4-30-~6 refresh your 

recollection as to when you received them? 

MR. BERMAN: The question is not when he re¬ 
ceived them, but when he ordered them. This is a pur¬ 
chase order. I want to know when this purchase order 
was sent out. 

Q Does that refresh your recollection as to 

when it was ordered? 

A No, that's not my marking. It's the marking 

, from the company. Maybe they received it on that clay, 
the purchase order, or ma joe they entered it or. that 
day, the delivery, I don't know. 

Q Well, based on your experience with Maritz, 

at that time, how long from the time you cent them an 
order would they receive it? 


A 


It all depends on what you ordered, d've 








wsihc^ as much as a year on some furniture. 

Q Well, I rr.cs". not in terms of when ye. jot do- J 

i 

livery, but how soon after you ordered it, won la they 
receive the order? 

A How soon would Maritz receive or^r? 

I 

Q Yes. 

Q How long the mail takes, three, four days. 

Q In other words, it they had received this on 

April 30 of 1966, you would have sent it to them within j 
days before that, is that it? ! 

A If that is their receiving date, whita I don't! 

• > ; 

know if it is or not. That might be their snipping 

| 

date. 

♦ 

Q Well, do you remember receivin 0 the chairs' 

i 

indicated on this document? 

A Yes, I do. 

Q And do you remember when you received them? 

A No, I don't. 

> Q Do you remember what year? 

A Well, if it is around ' 06 that ic is -.corked, 

i 

I 

it is probably around '66. 

Q Do you have any recollection of hew long ait a ri 

» 

you ordered them did you receive them? j 

» 

A No, those were special orders that were cade ! 

to order, so it ttoU time. 









r 


1 

, i _ 


1 
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2 

j 

Q 

i 

Now, on the 22nd of September li.67, you 

I 

3 

j testified as follows:on page 39. Quote: * 

I 

4 : 

1 " Q 

Look at this purchase order, Jour. Licht num- ' 

( 

I 

5 ! 

ber 

I 

328156, which shows the purchase of si:: chairs for 

• 

■ 

6 

one 

1 

hundred and twenty-two,thousand, four hundred 

* 

1 

7 

points, and it says:: 1 ' ship to Lei Licht, Bay berry Road 



—8 

. 

Lawrence", is that right? 

, 


9 

1 

A 

. That's right. 

• 



10 

Q 

Did you receive those six chairs at your 


i 

11 

j 

home? 

1 



12 

Aq 

Yes. 

- 

J 


13 

Q 

Are they still there? 

. 



14 

! A 

Yes. 


i 

15 i 

j 

Q 

They were no 1 * sold or delivered to anybody? 

j 


16 ; 

A 

No. 

rv. 

1 

17 : 

1 

Q 

! 

i 

MR, BERMAN: Do you have a date on that? 


18 


MR. MARGOLIS : The date can't be read. 

1 

19; 

Q 

Is this notation " J-1757, April 30,1966, doe4 

i 


20 | 

< 

, that 

refresh your recollection as to this item? 


21 

i 

22 

A 

What do I hare to recollect about the item? 


It is six chairs, they are in my house. 1 


23 

• 

THE REFEREE: I think Mr. Large1is is refer- 

1 

i 

24 

| ring 

| 

; 

to the date specifically, Mr. Berman asked a ques- . 

I 


25 

1 

tion 

1 

about it. J 

1 


i 

! 

it 

MR. BERMAN: There seems to be a date on 

1 


'iff 








! 


-y. J 
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there. 


9 

JO 

11 

12 

13 

14 

15 

16 

17 i 

18 

19 

20 
21 

i 

I 

22 j 

23 : 

24 
2 .: 


THE WITNESS: There is a date cn there. 

THE REFEREE? There -, I think he is pointing 
out the date to you as the date when they were deliver¬ 
ed. Would that be approximately the date they were or¬ 
dered or received? 

THE WITNESS: I would assume so, Your Honor, 
probably when they were ordered," ( End of quote. ) 

Q Do you remember being asked those questions 

and giving those answers? 

A Yes. 


Q 

A 


Does that refresh *•-. 

It's the same question you just acktu me. I 


i 


answered it the same way. 

Q Does that refresh your recollection? 

A No more than it did just now. 

Q Do you still assume that April 30, 1566 would 

be approximately the date that they were ordered? 

. A That they were either ordered or received. 

✓ 

Q I show you a document previously identified 

a3 trustee'8 exhibit #16 for identification, of Septen- 
ber222, 1967, ar.d ask you if you can identify that. 
That has, I believe, invoice number 2643, is that cor- 

* r , .. 

rect, Mr. Licht? 

A 2643, yes. 


/ 







> * 1 

» * y ” ■ *' 

a .«*-* • 

'J ' 

II 

i 

1 

A72 

i 

2 ; Q 

Can you identify tint? 

1 

1 

i 

3 A 

There it pillows, and George Wu_.. 

.o.i bed- 

I 

4 spreads, 

• 1 

and something that's twin-sine. 

i 

t 

! 

i 

5 ! o 

II Q 

Is that a purchase order? 


6 A 

Yes, it is a purchase order. 



Q 

A 

Q 

A 

Q 


And is your signature on that purchase ^rder' 
Yes. 

Is there a date on that? 

3/9/66. 

Would that be the date that that order was 


made out? 

A Yes. This didn't come to me, though. 

MR. 3ERMAH: What did he say? I -lien's hear 

him. 

A That that didn't come to me, it went into 

the place. That wasn't for my own personal use. 

Q Do you ’ new for whose use it was? 

A Probably used it for sales promotion, some 

' customer might have ordered it. 

Q I show you a document previously identified 

as trustee's exhibit #23 tor identification, of Septem¬ 
ber 22, 196/, and ask you if you can identify that? 

A Yes. 

Q This has number 1626 on it, and if is dated-. 


Is there a date on chat? 




A It looks like October 17, IScC. 

Q Is that your signature on that? 

A Yes. 

Q Is there any shipping address on th^i? 

A Well, it is blocked out, but it looks like 

it was shipped to me. 

Q You can make out the name Licht, and what 

appears to be Bayberry Foad, Lawrence, New York, is thai 

I 

that right? 

A Yes, that 1 s right. 

i 

Q Did you receive the items which are enumerat-j 

ed on this shipping invoice or order form? 

A Yes sir. 

MR. STERN: I'd like to offer this as trus¬ 
tee's exhibit #11. 

I 

THE REFEREE: Show it to Mr. Berman. 


MR. BERMAN: No objection. 





I 


I 


TRIAL TRANSCRIPT OF JUNE 9, 1972 
Page 82- line 9 to page 97- line 3 







I 


Q I 3hO'. T you a document previously identified 

as trustee *3 .713 for identification, which i- pur¬ 
chase order number 2671, dated August 1 9, 1^65. 


ii 

A 

It was marked on September not today. 

1 

13 | 

1 


TiiE REFEREE: It wa3 marked for ider.tifica- 

iv j 

tfbn? 


i 

. - 1 

iO 


MR, STERN: It was marked for identification ! 

i 

16 

on September 22, 1957, but the date on the document. 

17 

t 

itself. 

is August 19, 1966, 

! 

18 i 

1 

Q 

la that your signature on there? 

19 | 

A 

Yea. 

1 

20 ji 

Q 

And 'what ^re the shipping instructions on 

. 

li 

21 

1 

that? 


i 

2i 

A 

Shipped to my homo. 

i t 

21 ii . 

Q 

Did you receive the items on that e....ibit? 


A 

Yes. 

23 1 

Q 

Did you keep them for your own personal U3e? 


Ye3. 







r 

i 


What v/&3 the point value of those pure ha..- ‘ 

$ 125 . 00 . 


MR. BERMAN: May I see it? 

MR. STERN: Yes, here, Mr. Bermar. I offer 
this as trustee's exhibit # 16 . 

THE REFEREE: Do you have any objections? 
MR. BERMAN: No objection, your Honor. 

THE REFEREE: That's in evidence. 


MR. STERN: Mark it trustee's exhibit £16 in 


evidence. 


( So .iarked by the Court Reporter. ) 

When did John Licht, Inc. first start having 


financial problems? 


A In November , the end of November o ' IjGS. 

Q Prior to that time, had John uicht, Inc. ever 

had a set of circumstances where it didn't L_ve 
enough cash to meet its obligations? 

A Yes. 

Q And when were those periods? 

A Whenever tuose periods arose, we went to the 

I 

bank and borrowed money. 

Q Did there come any tl...--, when you nc.-cd 

money or had to pay off the bank loans and . un't 


have any cash to meet those obligations? 
A Not until November of 1966. 


I 






I| ' O'f 
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Q Prior to November of 1966, hadn’t you engug- 

'! + 

;| wd in the practice of exchanging accomoaatlon notes 

j with other parties? 

A Yes. 

Q For the purpose of raising money to meet 


7 

i 

i 

i 

your immediate obligations? 

* 

e 

1 

A 

Yes. 

9 


Q 

And over what period of time, did that ex- 

10 


tend? 

* 

11 


A 

A few years. 

12 


Q 

Prior to November 11, of 1966? 

13 


A 

Yes. 

14 

1 

1 

i 

Q 

Did that go back to 1965 ? 

15 


A 

A few years back, I don't know. 

16 

i 

1 

Q 

Would it go all through the year 196b? 

17 

1 

A 

Not all through the year, up until August of 

1 


1966 . 

• 

19 


Q 

During that tine, you would find thc.t you'd 

««/ 

1 

have to 

raise money outside of the ordinary course 

21 


of business? 

22 


A 

When I needed it, that's what I diu. 



Q 

Prior to ..ovember 11, 1966, Did you ever 

24 


order large quantities of merchandise from the West¬ 

25 


ing House Corporation, with tn- express intent and 

1 


purpose 

of Baling it at les.. than your Invoice 





1 

! ; 1 

•Jj 1 

j ‘ ■ 
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*- 

• i 

price, for the purpose of raising cash to puy off 

1, 

j 

3 

notes and bank loans, and other obligations of John 

i 

j 

4 

* 

Licht, Inc.? 


5 

MR. BERMAN: Your Honor, I object to it or: 

i • 

6 

the ground that it is not material to the specifica¬ 


7 

tion filed, here. It doesn’t concern a —. We're 


8 

talking about transfer of property. 


-s 9 

THE REFEREE: Except that it must be a trans 


10 

-fer of property at a time when the bankrupt was In¬ 


11 

solvent. 


12 

MR. BERMAN: No, no, in contemplation of 


13 

bankruptcy, not insolvent, in contemplation of bank- 

i 

1 

14 

ruptcy. 

i 


15 1 

THE REFEREE: That is right, and I think 


16 

I 

that is what Mr. Stern is attempting to prove. I 

> 


17 i 

will overrule your objection. 


IS 

Q Could you answer that question? 


19 

A I'd like to have it read back. 


20 

, ( The last question is read back by the 


21 

!• Court Reporter ) ^uote: 


22 

" Q Prior to November 11, 1966, did you ever 


23 

order large quantities of merchandise from the West- 


1 

24 

• 

ing House Corporation, with the express intent and 


75 

purpose of selling it at lesc than your invoice 



price, for the purpose of raising cash to pay off 



s 




of John 


I 


notes, bank loans, and other obligations 
Licht, Inc.? 


A Yes, I purchased the material to pay off 

the bank, but I didn't sell it at loss than cost. 

I sold It at cost. 

Q Whether or not you sold It at cost or less 

than cost, where did you anticipate that you would 
be able to get the money to pay off those purchase 
invoices when they became due? 

A Prom the renewal of my bank loan? 

Q If that bank loan were not renewed, would you 
be able to meet those purchase in\oices when they 
became due? 

i 

Q Because the bank loan'wasn't renewed^ tnat's 

why I am in the position that I an in. 

Q Well, the question is if the bank 1'an were 

not renewed, did you anticipate that you would have 
the fund3 to pay off those purchase invoices when 
they became due? 

MR. BERMAN: I object to the form of the 

question, your Honor, and the fact that it is not 
material and relevant. 

THE REFEREE: I will allow it. 

MR. BERMAN: Will you repeat the question 


for him again, pleu3e? 


li 
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9 
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( The last question is read back by Court Reporter!. 

" Q If the bank loan were not renewed, did you | 

! 

anticipate that you would have the funds to pay off 1 
those purchase invoices when they became d; j? " 

A No, I don’t know how I could have paid, it 

i j 

off If the bank didn't renew the loan, vnc bank 
loan was for $425,000.00, of which I paid it off in 

I 

full for thirty days. 

Q What do you mean ” paid it off in full for 

thirty days?" 

A Exactly that, to pay the full loan iff, to 

the sum of $425,000.00.. That was the loan. 

Q That was the loan? 

A Right. 

A And you paid it off? ( 

A I paid it off, from October 1* to hovemLer ( 

30, —, i.November 1, to November 31, I beiacve that j 
is the period , I am ..ot too —. 

MR. BERMAN: You mean November 30th. 

THE WITNESS: November 30th, throughout the 
month of November, of which the bank then assured 
me when I did pay them off, that I would not only 
get back the money that they had previously loaned 
me, but my line of credit would be bigger. 

Q Now, did you have any discussion anyone 






at the bank with resard to this? 

A Yes, I did. 

Q Who was that? 

A Douglas Savage. 

Q And prior to the time that you —. Where 

did you get this $^30,000.00 to pay off the Joan? 

A I got that from extended billing from A. C. 

Spark Plug Company, Westing House, and General Elec 
trie. 

Q In other words, you ordered merchandise in 

from those companien? 

A Of which they gave me extended billing for 

this purpose. 

Q Sixty or ninety days? 

A They gave me more than that, they gave me 

a hundred and twenty days. • 

Q , When you say that they gave you extended 
billing for that purpose, dc you mean that tney 
understood that you were buying their merchandise 
to sell to raise cash to pay off a bank loan? 

A Well, they gave me the extended billing 

which is ueyond their usual terms. 

THE REFEREE: I don't think that that an¬ 
swers Mr. Stern's question. Will you repeat it, 
please? 







THE WITNESS: He doesn't have to, your 
Honor, I understand the question, whether they knew 
what I was going to do with the money. 

THE REFEREE: That's right. 

THE WITNESS: I think I discus sea ic with 
them, I'm not sure, because I know I got the special 
terms, and you don't get special terms without giv¬ 
ing them a reason for it. 

Q With which companies did you discuss it? 

A With all three. 

I 

Q With whom of those companies? j 

A I don't remember whether it was with the 

sales representatives that came in or the General 
Sales Manager, or the credit department. 

Q What was the substance of the discussions? I 

A What was the substance? 

A Yes, 

Q ^ ; That I needed money and needed extended bill 

-ing. 

Q Well, did you tell them what your specific 

\ l 

intent and purpose was in getting that extended bill 
-ing? 

A I umust have told them something to get the 

extended billing. 4 

» They don't give it to you for 

no reason at all. . 
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5 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 ! ! 
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20 'I 


!i 


21 ' 
22 
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Q Well, whether or not, —. 

A I can’t pin-point it* because I don't re¬ 

call exactly. 

Q What we have here is a situation where you 

have bank loans becoming due, is that correct? 

A The bank loans were on, and they were for 

a clean-up period. 

Q In other words, somebody at the bank said 

that you would have to clean up these loans., and 
you didn't have the money to do it, is that right? 

A That's right. 

Q Did you discuss with Mr. Savage, did he 

suggest to you that you buy merchandise ana sell it 
off quickly for cash to pay the loans off? 

A Yes, to get that extended billing. 

Q And did you tell these people, A. 0., 'West¬ 

ing House, and I believe that it was General Elec- 
tric, that you were ordering their merchandise for 
the specific purpose of selling it, reducing it to 
cash, and paying off bank obligations, which you 
otherwise could not meet? 

A I probably told them that to get the extend-! 

ed billing. 

Q Well, did you specifically cell them that? 

I 

A No matter how many times you ask na., I ax 









going to tell you the same thin 17 '. 


THE REFEREE: Is your answer that 


son f t 


remember? 


TKc. WITNESS: That's right, your Honor. I 
must have told them that to get the extend ^ bill in.: 
because you don’t you don't get the extended billing' 
unless you have a specific reason to ask thorn for 
it. Now, I assume that is the reason why they gave 
it to me, because there is no other reason why they 
would give it to me. 

Q In other words, they gave you this extended 

loan because you said,,- look fellows, I car.'t meet 
my obligations, so if you —. 

THE REFEREE: To the bank. 

Q Meet my obligations to the bank, so if you 

Cite me more credit than usual, and I can turn over 
your merchandise that this would have the effect of 
bailing me out with the bank. 

MR. BERMAN: Your Honor, I object to the 
form of the question, that he is .stating facts that 
are not in evidence. It is an assumption. 

THE REFEREE: He is posing a hypothetical 
question to Mr. Licht —. 

MR. BERMAN: Well, it seems to me that he 


was summing up 
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THE REFEREE: No, because Mr. Licht ccesn't 

I 

remember or has testified that he doesn't remember 
what he said. I am going to allow it. Would that 
be in substance what you said co him? 

THE WITNESS: Yes, your Honor. It is not 
unusual for manufacturers to work along with their 
good accounts. They help them do this when bank 
clear ups came. 

Q I see. And it is your testimony now that 

you never sold any of thi 3 merchandise for less than 
invoice price? 

A Less than invoice price? I .sold it less 

than invoice price, but I got rebates that brought 
it back up again. 

Q. But, you would have to pay the invoice 

price? 

A Well, by the time I paid the invoice price, 

I would get a credit to offset the difference. 

Q Did you ever have a discussion with Mr. 

Savage wherein he suggested to you that even if you 
took that small loss on this merchandise, it would 
be less than the interest you would have to pay if 
you borrowed the money on the ordinary terms? 

A Yes. 

Q You did discuss that with him? 









•>1 - 


1 

1 

1 


* - 

A 85 

2 


A 

Yes. 

3 

1 ■ 

1! 

Q 

And did you anticipate doing that? 

4 


A 

Yes, if I had to. 

5 

' 

| 

Q 

If you had to? 

6 

» 

A 

Yes. 

7 

| 

Q 

Now, did you have any reasonable grounds to 

c 

i 

1 

i 

anticipate at the tine ,you went through thc-e tran¬ 

9 

• 

sactions that the bank would renew your loan? 

10 

i 

A 

Would you repeat that again? 

11 

i 

j 

j 

Q 

Would you hAve any reasonable gro to 

12 

i 

i 

anticipate at the tine you v/ent through this tran¬ 

13 

i 

saction of buying merchandise .and reducing it to 

14 

1 

cash. 

and clearing off the loans, that tne 

15 


would 

renew your loan? 

16 


A 

That they would renew it? 

17 


Q 

Yes. 

10 


A 

I felt very confident that they wo^li.. there 

l 

19 


T 

v/as no question about it. I wns assured of it. 

1 

1 

20 

• 

Q 

Well, they knew you were in trouble, didn’t 

*v i 

A* «fe 


they? 


22 


A 

No, you're not in trouble, when you can't 

| 

20 j 

• 

clear 

up a $400,000.00 for one month, how many 

24 

* 

businesses can do that? 

25 

l! 


Q 

4. M 

But, they wouldn't extend it, tney wanted 


you to clear it off 
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A I didn't say they wouldn't extend ^.t. He 

said if I could clear it off, it would be better for| 
me, because my line of credit would be increased. 

Q And didn't it occur to .you that it would 

also be better for the loan office if he get off the 
hook too? 

A But, he wasn't off the hook because he was 

going right back on, and I didn't have to g.t off 
the hook, because I could have extended it itr an¬ 
other year. Except that I wanted to get into a 
stronger position with the bank, because we weren't 
banking at this bank too long, and I tuought it was 
worth the effort to do it, to firm up my position. 
THE REFEREE: Which bank are you talking 

about? 


THE WITNESS: Franklin National. 

Q You had been in business for some years 

prior to this time, hadn't you? 

A Yes. 

Q And you had dealt with banks? 

A Yes. 

Q Banks are usually pretty catious institu¬ 

tions, aren't they? 

MR. BERMAN: Your Honor, I object to tr.e 
question as not being material, as to whether banks 





!i 


II 



7 

8 1 

9 

10 I 


1* 


! 


I 


12 




l 


14 

■j c 

16 I 

l 

17 
lo 

19 

20 
21 

22 j 

23 

-4 

25 


A87 

are cautious Institutions. 

MR. STERN: These questions go . -wtor 
of what was his actual 3tate of mind ut th. >i. ; i a 
these transactions were made. 

THE REFEREE: I will allow it. 

A No, I don’t agree that they are thut cau¬ 

tious. 

Q Well, here you were in a situation where 

you couldn’t meet the loans when they became due 
for whatever reasons, is that right? 

A Right. 

Q And rather than getting an extension of 

credit, you were going to clear these loan? off, is 
that right? 

A That!s right. 

Q And the man that you were discussing this 

s 

knew that you would have to purchase new merchan¬ 
dise and incur new obligations to raise the cash 
to meet these loans, is that right? 

A That ’3 right. 

Q And that subsequently after you pa_a these 

loans, if he gave you more money and renewed the 
loan that you would be right back in the same hole, 
wouldn't you? 

A What hole was that? 





Q 


You would owe the bank, ar.d you would also | 
owe the people you had bought the mere hand.. a from. 

A The bank loans, we've always owed, through 

our expansion of business. 

Q That's right. 

A We've always had a bank loan for a large 

amount on the books for fifty years. 

Q Had you ever bought merchandise ara sold it 

off for either invoice or less than invoice price 
to raise the cash to pay off the loan? 

A That was the only way we could ever clear 

off the loan. 

Q This was your regular course of doing busi- 

i 

nes 3 for over fifty years? 

A That's right, when the loan had to be clear- 

I 

ed off, we cleared it off. We raised money v.hat- 

i 

ever way we can, whether it was with delayed billing 
or what have you. . 

! 

When did you find out that the can.: wasn't j 
going to renew your loan? 

A On the day it came up for renewal. 

Q When was that? 

A On November 30th. 

THE REFEREES l&o6? 

i 

THE WITNESS: 1966. 











On ilcvernier 30, 1966 
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o 

4 

& 

9 

10 

11 

12 


13 


14 

15 |i 

16 
17 
is 'i 


25 


"Q Subsequent to November 33, li/Ci, diu 
receive any of this merchandise that you have ad¬ 
mitted receiving for your own use? " 

A Would that be after November of 19C '? 

Q Yes. 

A Yes. 

Q And you 3tlli kept it? 

A Ye3. 

Q Now, at the time that you kept zhL. .isrchan- 

dise, you knew that the bank wasn’t going t?. r-r.ew 
your loan, did you have any idea of how .u v:» re 
going to pay for the merchandise you had purchased 
to reduce the bank loan? 

A The bank renewed $200,000.00 of th- loan. 

Q The bank renewed $200,000.00 of the _o ;.r .? 

A Yes, that ’3 half the amount. 


2 - 

I 

! 


Q 

So you were still short 

so;.. 

22 

1 


that 

correw-? 



f 


A 

Right. 


2v jj 

• 

Q 

And did you anticipate 

how 


to pay that off when it became due? 
A Yes, I did. 


A 




A I went to factoring. 

Q Did you receive enough money fro.', i • fact 

I 

to pay off the Westing House purchases wuer. ... jy o 
came due? 

i 

A By the time I got the money frem i f es¬ 

ters, there was so much of it due alre^uy •; 
paid off as much as I could, and I was atil.. a ho rt 
Q You say that by the time you got th; . or.ey 

from the factors there was so much that was uue, 
you knew how much wa3 going to be due over a part¬ 
icular period of time, is that right? 

A Because there was more business .;e:. 

and more obligations coming up. I didn't jo- y 
money from the factors until March 1. 

Q Well, you had originally assigu-d tthe 

factor all of your then outstanding invoice.., .:acn 
you? 

A No, it was in March. 

Q In March? 

A ?tarch. 

Q And when were these obligations beca.'.-'.ng 

due? 

A What obligations were that? Factor oolaga 


tions? 









; 

i 

• 

l 
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1 

Q 

No, the obligation for this merchandise , ou 

• 


3 


had 

purchased, for the other obligations you sale 



4 

[i 

j 

j 

had 

become due. 



r 

A 

They had all past due by ‘March 1st. 



6 

|| 

Q 

So by March lsc, they were all puss sue? 



7 


A 

Right. 



8 

. 

Q 

And r:.f that time you dldnt ' have enough 


v 

9 

• 

money to meet your obligations? 



10 


A 

I paid everybody some on .account. 



11 


Q 

But you didn't pay off everybody? 



12 


A 

No, I paid everybody on account, that uoea 



13 


not 

mean pay off. On account. 



14 

> 

i 

Q 

So there were still obligations that were 



15 

i 

past 

due even though you had paid some or. a. tcunt V 



16 

| 


A 

That's right. 


V 

17 

I 

Q 

j 

And did you know what amount cf merchandise 

i 



lo 

1 

i 

you 

j 

were going to assign to the factor? 



19 i 


A 

I assigned the invoices in bull. 



20 

» 

Q 

What was the bulk amount that you us~i. r.eu? 



21 ' 


A 

I don't recall. 



22 


Q 

Was it enough to pay off all of your wfiiga- 



23 


i 

tlons what the factor paid for all of thos^ ir.voic- 1 

i 



24 

• 

es? 

< 

1 

! 



25 


A 

I told you it wasn't. 

1 





Q 

So, even if you got paid by the factor, and 

• J 

i 




I 
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“ he factor accepted all of your assign..-..,; it.. you 
would still not have enough to pay off all of your 
obligations? 

A No. 

Q So this was a snowballing thing* that was 

accumulating and gathering momentum from_ r > 

A Afc the t3 - m e I signed with the factor, I 

thought it would be enough. 

Q When you say that you thought it would be 

enough you had a 3et of books, hadn't you Mr. 
Licht? 

A I thought it would be enough. I thought 

enough of it that I signed away my home and my 

father’s hone. I felt confident that it would be 
enough. 

Q When you ^ay that you signed them a ;ay, you 

put them as collateral? 

A I signed them away. I don’t have my home 

anymore, neither does my mother and father. 

Q I am aware of that. 

A And I wouldn't have signed it a;.'ay if I 

thought that I didn't, have a chance to come out of 
it. 

Q You wouldn't have signed it away _? 

A No, I wouldn't have. 









I 


Q If you were desperate and thought tr.at you 

would grasp at any straw to try and ke^p going? 

A I was tr-'ing to keep the business going. 

Q But » you do understand that there is a 

difference between confidence and desperation, don* 


you? 


MR. BERMAN: I’ll object to the question. 


your Honor. 

THE REFEREE: I’ll sustain the objection. 

Q Now » were there included among the invoices! 

which you assigned to the factor any invoices which 
you knew were false or fictitious? . 

A The accounts receivable assigned in bulk. j 

MR. BERMAN: I’ll object to that, yc..r- honor 
as being Immaterial. There is no material.ty, there 
la no question about false or fictitious accounts 
receivable in this proceeding. 


THE REFEREE: I think in the seconc. isn’t 


there? 


MR. BERMAN: I don’t know, your Honor, we’re 
still on the first, as a matter of fact. 

MR. STERN: The question gees _. the 

thrust of the question is in this direction, your 
Honor. If among the invoices assigned to the factor, 
were invoices which he knew were either fictitious 















luj 

i 

i 
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w 

or otherwise uncollectable, he would rsali.._ that 



3 

the factor would soon, in due course, discover 



4 

that and he would be charged back for those. And 



5 

that in fact —. 


f 

6 i 

( THE REFEREE: That in fact at that point 

| 



7 

1 

he was insolvent. 



3 

1 MR. STERN: And that he would not *-_t as 



9 

) 

much from the factor as he had anticipated or even 



10 | 

contemplated getting. 



11 

THE REFEREE: I’ll allow it in that case. 



11. 

MR. STERN: Would you read the question? 

i 



13 

( Reporter reads back last questic... ) 



14 ! 

"Q Were there included among the invoices that 



^ I 

you assigned to the factor any invoices which you 


■s, 

16 

knew were false or fictitious? 11 



17 

A There were pre invoices of A. C. material 



IS | 

| 

in with the invoices. 

i 



19 | 

i 

Q What’s a"pre invoice"? 



20 

A That was anticipated shipments to be made 

j 


21 

when the merchandise came in. 



22 

Q But, in fact the merchandise had not come 

j q 



23 

in and had not been shinned? 



! 

24 

A That's right. 

j 



25 

Q So those were not valid invoices? 

J 




A That's right. 




1 
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( 

*• 

order? Are you going to proceed with your proof, 
because we have a number of them? 

THE REFEREE: I prefer that you do it that 
way. I prefer that you proceed with them in the 
order that they are listed in /the specifications. 
MR. STERN: That ’3 what I plan to do. 

MR. BERMAN: We’re on specification one 

now, I take it. 


MR. STERN: That’s correct. 
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Do you remember testifying on August l^jGi 


before Referee Price? 


Yes. 


Q Now, quoting from page 8<) of that transcript,' 

line 6: Quote: 

"Q How about V/esting House do you have to sell 

that )for less than it cost 3 you? 

* •* 

A Yes. ; 

| 

Q You mean Westing House merchandise does not j 

i 

have the same public appeal as A. C. 

THE REFEREE: Excuse me, _ ..so a .minute. Off 

I 

the record. 

; 

( Discussion off the record. ) 

MR. STERN: I'll continue reading from the i 
transcript. Quote: j 

'Q You mean Westing House merchandise dos 3 net 

i 

have the same public appeal as A. C.? 

I 

A The competition is different. 

Q What would be the purpose of your buying 

large quantities of Westing House merchandise and 
selling it for lass than you paid for it? 

A To raise cash to pay off the bank to gst off 

the books for the end of the year." ( End of quote..'! 

• i 

Q Now, with regard specifically to the. Westing 

i 

House merchandise, as distinct from the A. 0. , or 










JL S* J 




P !| 


the General Electric merchancu-se, did you canter.- | 
plate selling that Westing House merchandi..a Ter 
' i.ess than you paid for it, and taking a loss for the 
purpose of raising rash to pay off the ban:-:> 

A Well, I contemplated selling it fur any 

price that would make it attractive to people wr.o 
buy in large quantities. Kow, I had an insiue deal 

i 

with '/jesting House, and I did sell it bclo . scat, 

but the inside kick back t.V < - 7. had brought 

pretty close to eo«t. j 

Pretty close, but there —» 

A . There was a difference, yes* 

Q Was part of the money that you raised to pay' 

off the $100,000.00 bank loan raised as a result of ■ 

< 

taking accomodation note3 from other parties ar... dis 
-counting them? 

A Soma of it was, .yes. 

Q Some of it was? 

A Yes. 

Q So, insofar as those notes were concerned, 

t 

you knew that John Licht, Inc, would subsequently 
have to raise the money to pay off those dr: os as v/her.j 
A Yes, I did. 

I 

Q And that wasn't a question of accounts _*c- I 

i 

• ! 
celvable coming in , or a question of buying marcher-.' 


A 






^ r '.C • 

— J s 


7 t <•- 


disc- and selling it for a profit? 

A Those notes had to be met. 

Q Those notes had to be met, and they had to 

be net out of whatever resources you had at hand, 
is that rip-ht? 


V.'.) STERN: I think that’s., all I have for 

now, your Honor. 

I-TR. BERMAN: Your Honor, may I ask a fev 
questions on cross-examination, I don’t wa..-; co '-o 
on extensively. 

THE REFEREE: Sure, go ahead. 

HR. STERN. Without waiving any rigr.ts to 
continue at some other time. 

CROSS-EXAMINATION 
BY MR. BERMAN: 

^ i<j.c.ic, you’ve testified in con^ectio™ 

with the fact that the Franklin National Bank refus¬ 
ed you to renew your loan for $^30,000.00, is that 


correct? 


Yes. 


And you discussed the situation witr. hr. 


Savage? 


That’s right. 


Now, I think you said that the thirty da * 





/ 


jIO 


AlOO 


j i' 

!i - 


waitins period had ternir. ted or. Ncvoh.r Ittk 1907 
is that correct? 


<*!| • 

A 

Yes. 

5 

i 

Q 

And had you expected to receive a new loan 

6 


of $^30,000.00 on that day? 

7 

« 

( 

A 

A minimum of $^30,000.00. 

8 

. 

Q You expected to set more? 

•i 


A 

1 

If I needed more, I didn't know If I needed 

10 


more 

at the time. 

ii 

t 

Q 

Nov/, when were you advised by Mr. Savage 

12 

1 

1 

that 

you would not set at least $1430 .C00.C:: ? 

* j 

13 


A 

On November 30th. 

* 1 

1 A 
* m ! 


Q 

What did he say to you? 

1 

15 

i 

A 

On November 30th it broke In the n~ ..spacers 

16 

j 

that 

one of my customers sot involved with a carload 

17 

1 

1 

of stolen shavers. 

. • * 

23 

i 

! 

Q 

« 

Now, who v;as that customer? • 

I 

1 

19 ' 


A 

Admiral Motors. 

t 

20 

* 

Q 

And how much did Admiral Motors owe Melvin 

21 

{ 


Licht 

—> I'm sorry, hov/ much did Amiral Mo core owe 1 

i 

22 j 


John 

Licht, Ir.c. , at that time? 

1 


A 

He owed us about a hundred ar.d __fs.cr. so a 

1 

2«' 

* 

hundred and twenty thousand dollars. 

25 


Q 

| 

And was Mr. Sava30 aware of that fact? 

• 

i; 

II 

A 

Yes, because a good quarter part of it was 

1 
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notes that I had discounted. 


Q 


With the Pranklin Dan’/, is chat ccrr-cc';? 


A Yes. 


Q What did Hr. Savage say to you ir. connection j 
v/ith this transaction? 

i 

» 

A He said, - Well, nov/, that Admiral's ir. this 

type of a situation, how does that leave you __.\an- 
' ) 

dally? And I said, -well, I expect to got paid, 

I mean he didn’t close his business up. He is still: 

I 

doing business regardless of what he did, and he’s 
always made the notes good. Well, Hr. Savagi suen 
said to me, - well, you know you have psopl_ iev.n 

* i 

town, and you get the old bank run around, ^.r.d he 
only gave me in fact $200,000.00. 

Q And you attributed that to the fact that 

the Admiral matter broke? 

A There is no question about it, that -..’as the 

only thing that he pointed it to, and that was the j 


only reason which he was very apologetic 
but he said his hands were tied because 

-tion. 

Q And how much of a loan did they 


^ L. U 


of the situs' 


giv.v uC.nn 


Licht, Inc.? 

A $ 200 , 000 . 00 . 

MR. BERMAN: All right, that's all that I 






/ 
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10 Q How ' 1 show you a xerox copy of a document 

11 which had been marked as Trustee's Exhibit 3 for identifi- 

12 cation, of October 18, 1967, and ask you if you can identify 

13 this. 

14 A That is a purchase order to Maritz for various i tems 

15 shipped to my home. 

16 Q And were those items shipped to your home? 

17 A Yes. 

18 Q And what is the dat.e of that purchase order? 

19 A 11/16 — it looks like 1960. 

20 ( MR. STERN: May I see that? 

21 THE WITNESS (handing): Here. 

22 Q Could that be 1966? 

23 A I don't know. 

24 Q Well, that's what it looks like, Mr. Licht. 

25 i ^ 3 recollection that the AC program didn't commenc 
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« 

until sometime in 1962. Is that correct? 

A No, I think it was much before that. 

Q When did John Licht, Inc. begin its participa¬ 

tion with that program? 

A We were an AC distributor for some thirty-five 

years, and a good twenty of them I recollect them always 
having some sort of incentive program on price points. 

Q With the Maritz Company? 

A That's the only company I recall ever doing business 

with. 

Q Well, after examining that further, do you 

think it's possible the date is 1960 or 1966? 

A I don't know. 

Q You are unable to determine? 

A There is nothing here that would be outstanding that 

I would remember. 

THE REFEREE: Off .the record. 

(Discussion off the record.) 

Q This document has a stamp which says "Key 

punched" some date in 1966; is that correct? 

A Yes. 

Q And the "1966" on that 3tamp is clear, is it 

not? 

A Reasonably so. 









I 
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1 

Licht - direct 7 


2 

Q You're satisified that say3 "196G M on that 


3 

in the circle where it says "Key Punched”; isn't that right? 


4 

A Yes. 


5 

Q Would that help you to determine whether it 


6 

was 1960 or 1966 that you made that order? 


7 

A If it was key-punched in 1966 the order must have 


8 

been made in '66. 


9 

Q All right. 


10 

MR. STERN: Your Honor, I offer this 


11 

as a trustee's exhibit. 


12 

THE REFEREE: Show it to Mr. Berman. 


13 

MR. BERMAN: No objection. 


14 

MR. STERN: I offer this as Trustee's 


15 

Exhibit — 


16 

THE REFEREE:Was this Exhibit 3 for identi¬ 


17 

fication of the 9th? 


18 

MR. STERN: No. 


19 

THE REFEREE: That is a new one? 


20 

, MR. STERN: This was originally identified 


21 

as Trustee's Exhibit 3 for Identification of 


22 

October 16, 1967. ^ 

i ' 


23 

THE REFEREE: I thought it had been 


24 

• 

offered on Friday. 


25 

MR. STERN: No. 








22 

23 

24 

25 
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TIIE REFEREE: Then it will be marked as 
Trustee's Exhibit 1 of today, rather than try to — 
MR. STERN: Please mark this as Trustee's 
Exhibit No. 17. 

THE REFEREE: Do you have a number on that? 

MR. STERN: Yes, the serial number on this 
is 1659. 

(Purchase Order 1659 marked Trustee '3 

Exhibit 17 f or identification, of this date.) 

MR. STERN: This document has listed on it 
a beige mink trimmed coat, jacket, dress, coat, 
slacks, an organ, a microscope set. 

Q Did you receive the items on this purchase 

order? 

A Yes. This is the one you just asked me about, isn't 

it? 

Q Yes. And if this order had been placed on 

November 16, 1966, would you have possibly received it after 
November 30, 1966? 

I r 

A You mean received the merchandise? 

\ 

Q Yes, received it at home. 

j' 

A Possibly. There is nothing here that is special, so 

it comes through pretty fast. 

Q 1 have here a document that is apparently a 





1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


I 
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communication from Maritz with shipping instructions to 
Mr, Mel Licht, 44 Bayberry Road, previously marked a 3 
Trustee's Exhibit 4 for identification, of October 18, 1967, 
and I ask you if you recognize what that is. 

A Yes, that's the same dress that is on that order. 

Q Dress or address? 

A . It's the same dress. 

Q In other words, that's the confirmation of 

the order having been placed for the dress which is on 
this order; is that correct? 

A Yes. 

Q And what is the **te on that? • Is that dated 

December 1, 1966? 

A I don't see any date. 

THE REFEREE: Isn't it dated on the upper 
left December 1st? 

THE WITNESS: Oh, yes, December 1st, 1966. 

MR. STERN: I offer this as Trustee's 
Exhibit 18. 

• .. . 

MR. BERMAN: Did you receive this, 

Mr. Licht? 

' l' 

THE WITNESS: .Did I receive that letter? 

MR. BERMAN: Yes. 

THE WITNESS: No, that letter wasn't 


4 






1 


sent to me 
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10 



Q 

No. 


You never received this letter? 


MR. BERMAN: Then I object to it, your 
Honor, if he didn't receive the letter. 

I 

MR. STERN: I withdraw it. 

THE REFEREE: To whom is it addressed? 

MR. STERN: It i3 apparently, your Honor, 
addressed to the person who supply this, and it 
had shipping instructions to Mr. Mel Licht. 

If the witness doesn't remember receiving this 


13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


and not having the familiarity with the case 
that others have, I will just withdraw it. 

MR. BERMAN: That was offered but not 

marked. 

TIIE REFEREE: And then you withdrew it. 
MR. STERN: Right..- The number was not 

used. 


Q I have here a copy of a purchase order No. 


1669, on John Licht's stationery, which has previously 

V 

been marked Trustee's Exhibit 5 for identification of 


October 18, 1967. 
ment? 

A Ye3. 
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MR. STERN: I offer this as Trustee's 
Exhibit 18. 

MR. BERMAN: I think this is 1069. 

MR. STERN: The date on this is December 
6, 1966. The one immediately following also has 
the same date, 1670, so I assume that's 1669. 

MR. BERMAN: This was marked 1069 in 
your 21A examination. 

« 

MR. STERN: That appears to be the case, 
but that number is not material. 

THE REFEREE: Whatever the number is, 
you're offering this paper. 

MR. BERMAN: May I question the witness, 
your Honor? 

THE REFEREE: Yes, surely. 

BERMAN: 

Q Did you receive these items? 

Yes, I did. 

MR. BERMAN: No objection. 

MR. STERN: I offer it. 

THE REFEREE: Trustee's Exhibit 18. 

* . \; 

MR. STERN: Right. 

(Document marked Trustee's Exhibit 18 
for identification, of this date.) 





BY MR. STERN: 
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What is the date on this document? 


12 / 6 / 66 . 


Yes. 


That's your signature on the bottom thereof? 


Did you execute that order subsequent to 


learning from Franklin National Bank that they would only 
renew your credit line for approximately half of what you 
had previously? 

MR. BERMAN: Your Honor, I object to 
the question as already answered. Obviously, 
his testimony was that he was notified on November 
30th* Actually all of this is December 6th. 

THE REFEREE: Will you repeat the question. 
(Question read by the reporter.) 

A Yes. 

Q Now, I have another purchase order No. 1670, 

previously marked Trustee's Exhibit 6 for identification 
of.October 18, 1967, and I ask you if you can identify 


that. 


Yes. 


THE REFEREE: It's a purchase order to 


Maritz for a watch to be shipped to John Licht, 


Inc. 
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MR. STERN: I offer this as Trustee's 


Exhibit 19. 


MR. BERMAN: Did you receive this watch, 

Mr. Licht? 

THE WITNESS: No, I didn't. 

MR. BERMAN: I object to it, then, i 

• • t 

MR. STERN: Well, I don't see that the 
objection follows. Whether or not he received it 
doesn't change its evidentiary value. I may 
‘seek to use that on another point. 

MR. BERMAN: We are on a question now 
whether he transferred to himself or concealed 
property belonging to the bankrupt. 

THE REFEREE: He denied it, but I will 
overrule your objection and permit Mr. Stern to 

question him concerning the disposition of that 

j.i 

piece of property if he wishes. 

Mark it. 

(Purchase order marked Trustee's Exhibit 

19 for identification, of this date.) ^ 

MR. BERMAN: What is the date of that? 

MR. STERN: December 6, 1966. 

I q Did John Licht, Inc. subsequently receive the 

! r 

watch that is indicated? 


f 
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A Yes. 

Q What disposition was made of that watch?. 

A It was probably given to a customer as a premium. 

Q Do you remember which customer? 

A No, I don’t. 

Q But your recollection now is that it went to 

a customer? 

A Yes. 

Q On October 18, 1967, do you remember being 

asked these questions and giving these answers on page 27: 

"Question: Now, I show you Order No. 1670 
dated December 6, 1966, to Maritz, and ask you if 
you signed it. 

"Answer: Yes. 

"Question: What was purchased pursuant 
to that order? 

"Answer: A watch.'* 

"Question; What kind of watch? 

, "Answer: A Longines. 

"Question: Delivered where? 

% 

"Answer: To John Licht. 

"Question: Who received it at John Licht? 
“Answer: I don’t know. 

"Question: What happened to that watch? 




1 
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15 


2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 


"Answer: I don't know. 

"Question: This was only about six or seven 
months ago, Mr. Licht. You can't remember? 

"Answer: It is eleven months ago and I do 
not remember." 

Q Do you remember being asked those questions 

and giving those answers? 

A No, I don't remember. 

Q Does this refresh your recollection as to 

whether you were asked those questions and gave those 
answers? 

A Most likely I was asked those questions, but I don’t 

remember. 

Q At a period only eleven months after th?. 

t 

transaction took place you testified you didn't remember 
what the disposition of the watch was. 

Now in June of 1972, apparently your recollec¬ 
tion is clear> that it went to a Customer, some four years 
later? 

I 

MR. BERMAN: He didn't say that exactly. 

He said it probably went to a customer. 

\' 

THE REFEREE: I would say his original 


25 


testimony was that it probably went to a customer 
Q Your testimony that it probably went to a 
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2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 


23 

24 


customer is certainly more definitive them an answer that, 
you don't remember what happened to it, isn't it? 

A This watch is worth $45. If it wa3 ordered for 

myself, it would have been sent to my home like all the 
other orders were. Anything going into the place was 

i 

usually for customers. 

Well, it's a probable assumption on my part 
that anything shipped to John Licht at 8696 18th Avenue 
was something that was to be used for customers. 

Q In other words, this is a probable assumption 

you can make now, in 1972, but you were incapable of making 
that assumption in October of 1967? 

A I don't recall all the instances in 1967 of why 

I didn't say that or why I did say that. I'm telling you 
it probably went to a customer. 

MR. BERMAN: Your Honor, I move to strike 
that Exhibit 19 out on the ground it has no bearing 
on these issues. 

, THE REFEREE: No, I will allow it to stand. 

Q Mr. Licht, did you receive from Maritz through 

the AC Incentive Point program a General Electric built-in 
oven? Did you personally ever receive such an item? 

A Yes. 


25 


Q 


Was that oven installed in your home? 
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A Yes. 

Q Do you remember when that oven arrived? 

A No. 

Q Was it after March of 1967? 

A No. 

_ TIDS REFEREE: Is that "No*" or you don't 

know? 

THE WITNESS: No, it was not. 

Q I show you this document which has a descrip¬ 

tion on it of a General Electric oven, is that a descrip¬ 
tion of the oven you received and had installed in your home 

A Yes. 

MR. STERN: I am going to read some more 
testimony from your examination of October 18, 

1967. 


MR. BERMAN: What page? 

MR. STERN: Page 3.8. 

"Question: I show you the Maritz Company 
Order No. 907347, dated March 20, 1967, directed 
to General Electric Company for a General Electric 
built-in oven to be delivered to Mr. Mel Licht in 
Lawrence, New York. Did you personally receive 
that oven in your home? 


"Answer: Yes, I did. 
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"Question: And that is built in in your 
kitchen someplace? 

"Answer: Yes. 

"Question: And it is still there? 

"Answer: Yes. 

"Question: Does that refresh your recol¬ 
lection as to when you received that General 
Electric oven? 

"Answer; I already answered that I don't 
recall. If that's the date, that's when I received 
it. 

"Question: This is Order No. 907347. 

"Answer: This is a purchase order from 
Maritz to General Electric on March 20th. When 
I ordered it, I don't know. 

Q Would the oven have come to you prior to the 

date that Maritz ordered from General Electric? 

A No, it would be after the 

Q So it must have come after March 20, 1967; 

I 

i3 that correct? 

A Yes. 

»' 

Q So it i3 your testimony now that you received 

that oven after March 20, 1967? 

A I must have. 
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\ 

MR. STERN: I offer this in evidence a 3 
Trustee's Exhibit 20. 

MR. BERMAN: No objection. 

(Order No. 907347 marked Trustee’s 
Exhibit 20 for identification, of this date.; 

Q Do you recollect when it was that John Licnt, 

Inc. first called a meeting of its creditors to discuss 
whatever financial problems John Licht may have had at 
that time? 

A That was in May. 

Q Of 1967? 

^3 j A Yes. 

14 Q Could it have been in April? 

15 A I don't think so. It might have been, but I don't 

16 think so. 

17 Q Was it the early part of May? 

18 | A The early part of May. <• 

■*•9 MR. STERN: With Mr. Berman's permission, 

20 , in the interest cf expediting the proceeding 

21 I would like to show him three documents at one 

22 time. 

23 the REFEREE: Certainly. 

e 

24 Q 2 would like to show you these three docu- 

25 ments, which are John Licht Purchase Order No. 1261 dated 




/ 
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3/22/67; 1291 dated 4/20/67; and 1304 da*-ed 4/28/67, and ask 
you if you can identify these documents. 

Are those purchase orders executed by you 
and sent to the Maritz Company as part of the AC Incentive 


Program? 


Ye3. 


MR. STERN: I offer these as Trustee 1 s 
Exhibits 21, 2? and 23. 

i 

THE REFEREE: Show them to Mr. Berman. 

MR. BERMAN: Did you receive these items? 

THE WITNESS: Yes, sir. 

MR. BERMAN: All right. 

(Documents marked Trustee's Exhibits 
21, 22, and 23 respectively, for identification, 
of this date.) 

Q You have testified that your first meeting 

of creditors was approximately the beginning of May, the 
early part of May. Assuming that the early part of May 
is within the first two weeks of May, the last of these wa 3 
executed within some six weeks prior to your first meeting 
of creditors; is that correct? 

i' 

MR. BERMAN: Your Honor, I object to that. 
That is just a matter of computation, which we all 
can make. Ho asked the question whether the meet .g 


V 






I 

l 
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Q So there were none left as assets cf che 

estate subsequent to the filing of the petition? 

A No, there weren't. 

Q You have testified that — My recollection 

i3 that last week you testified that your 3 ister, Gloria 
Tok<W3ky, had never received any of the merchandise obtained 
through this AC Incentive Program as compensation for work 
she had performed for John Licht, Inc. 


Yes. 


Do you have any recollection of ever having 


testified otherwise? 


Yes. 


Yes. 


You did testify otherwise? 


MR. BERMAN: I think we went all through 
that in the last hearing. It is being repeated. 
That is ray recollection. .■ 

THE REFEREE: I don't recall whether or 
not there was any testimony adduced as to the 

discrepancy in testimony. I know Mr. Licht 

* * 

testified last time that Mrs. Tokowsky did not 
receive any of the merchandise as compensation 
and that she paid for whatever she got. lie 
testified that he had discussed the matter with 


' *> A 


35 







A120 

Licht - direct 23 

her subsequent to his testimony. 

r 

MR. BERMAN: Subsequent to her testimony. 

When confronted with his former testimony 
he said he had discussed it subsequent to her 
testimony and she told him she paid for every¬ 
thing and he believed her. 

THE REFEREE: Right. 

MR. BERMAN: His testimony now is that 
she paid for everything because that's what she 
told him. 

THE REFEREE: And he believed it. 

MR. STERN: What I plan to do. is show 

prior inconsistencies in his testimony# which 
goes to his credibility. 

THE REFEREE: That's right. 

He is obviously a hostile witness. If 
you'd like me to make such a finding# I'll be 
delighted to do it. He is the bankrupt and 
the trustee is attempting to prove specifications 

of objections out of his mouth to bar hi3 discharge. 

% 

Q On September 22nd — 

THE REFEREE: Just a minute, Mr. Stern. 

I now have the petitions that were filed and the 
John Licht# Inc. petition was filed on June 1st — 
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2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 i 

16 

17 

18 

19 

20 
21 
22 

23 

l| 

24 

25 


MR. STERN: 1967. 

THE REFEREE: No, I received it on June 
5th, 1967. Yes, it was filed in the Clerk's 
office on June 1st at 3:15 p.m. 

MR. STERN: It may have been a Friday. 

I 

THE REFEREE: It appears as though this 
may have been the 13th. There is a ”1" and a 
"3" and I see that the stamp is June 1, 3:15 p.m. 

MR. STERN: This is a record in the case; 
we don't have to mark this? 

THE REFEREE: No. And let the record 
indicate that the individual petitions on behalf 
of John and Melvin Lichr\ were filed on June 8th, 
1967. Here they are. Would you like to look 
at them? 

Q The petition in John Licht, Inc. was filed 

within two or three weeks of the.first of the meetings you 
held with creditors; is that correct? 

A ( What do you mean, within two or three weeks after? 

Q Wall, within two or three weeks after the 

first of the meetings you had with the creditors; is that 
correct? 

f{ 

However long it was. 

Q At the time you initiated these meetings with 
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3 

4 
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your creditors did you anticipate that if you couldn*t 
come to some out-of-court settlement or arrangement with 


them that you would have tc initiate 
proceeding? 

A Yes. 


some sort of bankruptcy 
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2 


cross-examination. 

3 


MR. BERMAN: I didn't cross-examine him. 

4 

DIRECT 

EXAMINATION 

5 

BY MR. 

BERMAN: 

6 


Q Mr. Licht, when did you start working for 

7 

John Licht, Inc.? 

8 

A , 

1949. 

9 


Q Did you Continue working for that company 

10 

until June of 1967 when you went into bankruptcy proceedings* 

11 

A 

Yes. 

12 


Q Did there come a time during that penou of 

13 

time when you undertook to run and manage this company? 

14 

A 

Ye3 . 

15 


Q When was that? 

16 

A 

1950. 

17 


Q How long had John Licht, or John Licht, Inc. 

18 

been in business? 

s 

19 

A 

Around fifty years. 

20 

• 

Q Your father ran the business prior to 1950? 

21 

A 

Yes. 

22 


\ 

Q When you took over did your father continue on 

\ * 

23 

in the 

business? 

24 

• 

A 

He went to Florida for a while and then I went into 


25 


I 


the Service for two years and he came back to run the 
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business. When I came out of the Service I continued to 
run the business. 

Q That was in what year? 

A That was in 1952 I resumed again. 

Q IIow long had the AC Incentive Program been 

in existence? 

A . As long as I can remember they had an incentive 
program with price points. 

t 

Q During the years 1966 and 1967 and let's say 

five years prior to 1967, can you tell the Court how much 
in points or money did John Licht, Inc. receive under the 
incentive program per year? 

A We received between, at cost, about $50,000 to 

$60,000 worth of points per year. 

* Q You say that is so for five years prior to 

1967? 

A Yes. 

Q How much compensation were you receiving from 

John Licht, Inc. in 1966 and '67? 

A That's by salary? 

Ns 

Q I mean salary, money salary, 

A $150 par week. 

Q You have testified,and I'm asking you again 

why did you take these points that belonged to John Licht, 
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Inc. and the property which they represent? 

A It wa3 additional comoensation- 

Q What duties did you — 

THE REFEREE: Off the record. 

(Discussion off the record.) 

Q What were your duties with John Licht, Inc.? 

A . I was sales manager, I was purchasing manager and 
I also called on customers and sold goods. 

Q Can you give us some idea of how much of the 

AC products you actually sold? 

A I personally sold a minimum of 80% of the purchases 

of AC products. 

Q. Now, you have testified that you took these 

points and the property as additional compensation; i3 that 
correct? 

A Yes. 

Q You didn't report .this compensation on your 

income tax returns, did you? 


20 


A 


No 
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43 

Q Mr. Licht, in November of 1967 you testified 

that Franklin National Bank requested that you pay the loan 

which was outstanding from John Licht, Inc. in full; is that 
correct? 

•** 

A Yes, they look for their yearly cleanup. 

, Q Had y° u done business with Franklin National 

Bank on a loan basis prior to 1967? When I 3 ay you, I'm 
talking about John Licht, Inc. 

*' 

A Excuse me? 

Q Was this the first time the company had 

borrowed money from Franklin National Bank? 
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A Yes. 

Q What bank was the company borrowing from over 

the past fifty years? 

A Bankers Trust. 

Q Was it the practice at Bankers Trust to pay 

off your loans every year for a period of thirty days? 

A . we didn't pay up every year, but cleared up with 
them from time to time. 

Q Do they require you to do so as a matter 

of practice? 

A Yes. 

Q How many times wa3 it done with Bankers Trust? 

A I don't recall. 

Q Was it done several times? 

A Yes. 

Q How large would the loans be with Bankers 

Trust Company? ,, 

A As much as $300,000, $250,000 to $300,000. 

( Q Any reason why you changed from Bankers Trust 

Company to Franklin National Bank? 

A Well, they gave us a larger line of credit. 

Q Whan was that? 

A Latter part of '65 or early '66. 

Q It became due in the latter part of '67? 
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45 


A No, November of 1906. 

Q I’m sorry, November of 1966 i3 when the first 

loan came due? 

A I don't know when it became due, because the cash 

flow was heavy in those months. 

Q Were you requested by Franklin National Bank 

to deem this up? 

A Yes. 

Q Since it had been done by Bankers Trust Com¬ 

pany, did you feel this was a natural thing for the bank 
to do? 

A Yes. 

Q You testified to the methods you used in an 

attempt to clean up this loan, didn't you? 

A Yes. 

Q You felt you would get a renewal of this 

loan in the amount of $400,000 or larger? 

A I was promised a larger amount. 

Q By whom at Franklin National Bank? 

A By Douglas Savage. 

V 

Q Will you tell us again the reason Mr. Savage 

gave you for not renewing your loan in the amount of 
$400,000 or larger? 

A The day the loan was to be renewed — 








1 

A129 

Licht - direct 46 




2 

Q Which was what date? 




3 

A November 30th, one of my large customers, Admiral 




4 

Automotive, owed me a considerable amount of money at the 




5 

time, and who banked at the Franklin National, the same 




6 

bank I did, got involved in a carload of stolen merchandise. 




7 

and the bank at that time felt we would be in jeopardy 




8 

because of it. 




9 

Q Was it publicized in the newspaper? 




10 

A Yes, broke in the newspaper on the 30th. 




11 

Q Is that the reason Mr. Savage gave you for 




12 

not renewing your loan for the $400,000 amount? 




13 

A Yes. 




14 

Q Up to that time did you feel you would get 




15 

the $450,000 or larger amount? 




16 

A There was no question about it. 




17 

Q Subsequent to November 30, 1967, did you make 




18 

an arrangement with Transamerica Financial Corporation for 




19 

the factoring of your accounts receivable, of John Licht, 




2C 

Inc,.? 




21 

A Yes, I did. 

% . 

_ - ———————_ _ ** 

I 

L 

1 

' 1 


1 
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*Q Now, is it my understanding that your testi¬ 

mony is that at the ♦•ime you took the merchandise you re¬ 
ceived through the AC Incentive Program, that you then 
considered it as additional compensation over and above 
your salary of $150 a week? 

A Yes. 

Q This is in 1966 and 1967? 
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A That is right. 

Q Did the payroll records of John Licht, Inc. 

indicate that that merchandise was being given to you as 
compensation in lieu of cash as additional salary? 

A No, it did not. 

Q Did you know that the records of John Licht, 

Inc. did not so indicate? 

A I didn't consider it actually cash, so I didn't 

think the records would indicate it. 

q But you knew that the records did not indi¬ 

cate that you had received this additional compensation? 
Is that correct? 


Yes. 


business? 


And you were the general manager of the 


A That is right. 

q Did the cash value represented by these 

goods and merchandise appear on the W2 form which you 
received from John Licht, Inc. for the years 1966 and 1967? 

I 

A No, they didn't. 

% 

q Did you declare the cash value of that mer¬ 

chandise as income on the income tax returns that you 
akd your wife filed jointly for the years 1966 and 19677 

r\5 

A No, I didn't. '.*■ 
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68 

21 Q Ilave y° u raade an arrangement with IRS for the pay - 

22 ment of additional taxes on these points or property that 

23 you got? 

24 THE REF2REE: You mean pay additional taxes? 

25 MR. BERMAN: Read the question. 

_ 


T 
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might be exposing yourself to liability for paying income 
tax on that? 

A I think we did discuss it; I think we did, yes. 

Q Back in 1967? 

A Ye3. 

Q What did you do with regard to that income 

afterwards? 

A What was I supposed to do? 

THE REFEREE: That isn't an answer. 

Q Do you think you were supposed to do anything? 

A I don't know. If I knew what to do in the first 

place, I wouldn't have been in the situation. If I knew 
I did something wrong, then I wouldn't have done it. 

Q Let me ask you this: In 1967 did you go to 

the Internal Revenue Service and say, "Uncle San, I think 
I may have neglected to declare certain income in 1966 and 
1967, and maybe we ought to taljc it over and see if I owe 
you more"? Did you do that? 

A In 1967 1A r. Margoles went to Internal Revenue and 

told them. 

Q You didn't have to? 

A I didn't have to because they were in touch with 

me thereafter. 


25 


Q 


And then what happened? 







. 

... 


1 


A134 



Licht - cross 70 

A 

And it's been under investigation ever since. 


Q 

Wow we have here a document which is your 

Exhibit A in 

evidence, which talks about computation or 

audit 

report. 

What is the date on that? 

A 

What date are you referring to? 


Q 

The date on the bottom. 

A. 

On the 

top here, over here? 


Q 

There's a date down there, isn't there? 

A 

March 

6 th. 


Q 

March 6th what year? 

A 

•72. 



Q 

That's this year, right? 

A 

Yes. 



Q 

About three months ago, right? 

A 

Yes. 



Q 

And how did this audit come about? 

A 

I was 

called by Internal.Revenue and he said to me 

that he'd like to discuss the figures he has. 

I 

Q 

You were called? 

A 

Yes. 

* 


Q 

When were you called? ^ 

\' 

A 

I was 

called prior to March. 

• 

Q 

When prior to March? 

A 

A month before — I don't recall exactly. 
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Q February? January? Wa 3 it in 1972? 

A Yes. 

Q It was in 1972. 

A Yes. 

Q Prior to being called by Internal Revenue 

Service in 1972 did you voluntarily offer to ccme in for 
an audit or suggest that perhaps you wanted to review your 
income tax for the year 19<56 and 1967? 

A No, I didn't. 

Q Between 1967 and the beginning of this year 

did you ever undertake to file amended returns for the 
years 1966 and 1967. stating your *-rue income for those 
years? 

A No, because I got papers from Internal Revenue which 

I signed to hold the years open, and they were taking it 
from there. 

Q That's right, but..there was nothing to pre¬ 

vent you from voluntarily filing an amended return to 
correct the errors? 

A There was no point in my doing it. 

Q There was no point. In other words, you were 

> ' 

content to 3it back and let them see what they could find; 
isn't that right? 


25 


A 


That'* 
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Q You weren’t going to help them? 

A How could I help them? They had all the informa¬ 

tion; I didn't have it. 

Q But you knew what you got during those years? 

A I had no idea what I got in dollars and cents. 

Q So you yourself never kept any records of 

what your income was during 1966 and 1967; is that what 
your present testimony is? 

A My present testimony is that I knew what I made 

moneywise, and I took premiums from the business. Exactly 
what the premiums amounted to, I don't know. 

Q In other words, your present testimony is 

that in 1966 and 1967 you did not keep records sufficient 
to make up an income tax return with regard to the goods 
and merchandise you received through the premium program; 
is that it? 


MR. BERMAN: I object to it as not a 
correct statement of what his testimony was. 
He didn't say that at all. The records were 
in these purchase orders. 

THE REFEREE: He may say that isn't 

1 * 

what he said. I'm going to allow it. 

MR. BERMAN: When he is summarizing 
the testimony he's supposed to summarize it 
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correctly. 

THE REFEREE; I agree with you, but I'm 
going to allow it. 

A Well, I didn't say that, and I did keep records by 

the purchase orders. 

Q Your own personal records. 

A. Well, they were there for me to extract then if I 
thought I had to pay taxes on them. 

Q All right. In 1967 you still had all the 

records of John Licht, Inc. for 1966; right? 

A Yes. 

Q And furthermore,did you ever make any request 

of the trustee of John Licht, Inc. for access to these 
records for the purpose of computing your correct income 
tax for 1966 and 1967? 

A No, I didn't. 

Otherwise you ju3t sat back and if the govern¬ 
ment could get something on you, fine, and if they couldn't, 
you were going to let it go; is that right? 

MR. BERMAN; I object to that as another 

% 

unfair summary of what he didn't say. 

j ' 

THE REFEREE: I will sustain the objection. 

Q Now, we have here Exhibits B and F, F being 


25 


for the year ending December 31, 1966, and B being for the 
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year ending December 31, 1967, which indicates that you 
have a balance due to the Internal Revenue Service of 
$3,154.16 for the year 1966 and $3,027.50 for the year 1967. 

What are the dates on these statements? 

A June 12, 1972. 

Q They are both Juno 12, 1972? 

A. Yes. 

Q All right. So they came this week, didn’t 

they? 

A Yes. 

Q After this proceeding had already started? 

A Right. 

Q Have you paid these? 

A There's no way I can possibly pay them. 

Q So as a practical matter, the mere fact that 

the audit has been made and settlement agreed upon and a 
statement rendered, it still do.esn't mean the government 
is going to get its tax money; is that right? 

A There's money waiting before that for the government. 

Q What is that? 

A There's money ahead of that. 

Q What do you mean, "money ahead of that"? 

A Withholding taxes that I still haven't paid them 


25 


for, for which they've taken away my life insurance policy 
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and anything else that I've had. 

Q In other words,you were personally liable for 

withholding taxes of John Licht, Inc., which were not 
collected and paid to the government; is that right? 

A That's right. 

Q On employees of John Licht? 

A Right. 

Q Now, you have testified that today — that 

you met with, in March of 1967, you mot with Mr. Maize, 
is that M-a-i-z-a? 

A Yes. 

Q Of the AC Division of General Motors to dis¬ 

cuss the indebtedness of John Licht, Inc. 

A Yes. 

Q At the time you met with Mr. Maize, how much 

money did John Licht, Inc. owe to General Motors? 

A It was over $300,000. I.. don't recall exactly. 

Q Was it $360,000? 

A , It was over $300,000. $360,000 is over $300,000. 

Q What was the substance of that discussion 

that you had with him' 

Let me take it back a little bit. 

Ml:. BERMAN: Do you want him to answer 
that question? 
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MR. STERN: No, I withdraw that question. 

Q At the time you had the discussion in March 

of 1967 about what was then owing, was this debt oast d.~ ? 


Yes. 


In other words. General Motors had come to 


you and said, “Look, John Licht, Inc., you owe us over 

$300,000, here, how are you going to pay it? Is that right? 
A That's right. 


them? 


So that's when you went down and talked to 


No. I knew I owed them the money before that and 


I told them I was in the midst of refinancing my business 
through factoring and then when I got the money I arranged 
a meeting with them ~ they didn't come to me, I went to 


them. 


But there had already been discussions as to 


the past due accounts and how you were going to pay it, 


right? 


Of course there were discussions about the past due 


accounts. 


Q So they called you and they said, "You owe 

money," and you said, "Hold off, fellows, I’m going to try 
and raise it." Isn't that what it was? 

A Not in those words. 
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Q In substance. 

In substance. 


Q Right. Then you went out and you tried to 

raise it, right? 

A Yes. 

Q How did you try to raise it? 

A. Dy factoring. 

Q With whom? 

i 

A Transamerica. 

Q And by factoring, you mean that you were 

going to assign your accounts receivable at a discount; 
is that right? 

A Yes. 

Q And what arrangement did you come to with 

Transamerica? 

A We went into a financing agreement on March 1st. 

MR. BERMAN: What..year? 

THE WITNESS: 1967. 

MR. STERN: That’s right. 

Q And what did you assign to Transamerica? 

A My inventory and my accounts receivable. 

Q All of your then existing accounts receivable' 

A Yes. 


All of the accounts receivable then on the 
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Q 
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books of John Licht, Inc. Is that right? 

A That's right. 

q And what was the sum total of all those 

accounts receivable? 

A I don't know. 

Q Well, how much money did you get from Trans- 

america? 

A $400,000. 

; Q So that the accounts receivable were probably 

some sum above $400,000? „ 

«, . * 

A No, the loam was made on — 

q On inventory also? 

A — on inventory, and I gave them our buildings also 

as security. 

Q You gave them second mortgages on the build¬ 


ings ; right? 


A Yes, I think so. <• 

q At that time all the buildings had existing 

fii^st mortgages, didn't they? 

A I don't think all of them. 


\ 


\ 


Q 


v 

Well, those two newer ones did, didn't they? 


A I don't recall. 

q The newest one? 

A The newest one had a mortgage. 


* 
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Q IIow much of the money that you got from 

Transamerica was on inventory and how much was on accounts 
receivable? 

A I don't know. 

Q Did the accounts receivable come to some 

$260,000-odd? 

A I don't know. 

Q Well, of the accounts receivable that you 

assigned, were they all then good accounts receivable? 

A We assigned them in bulk. 

Q That's right. 

A There was those A.C. bills on the books at the time. 

Q As a matter of fact, weren't there some 

$ 120,000 worth of fictitious accounts receivable included 
in that lump sura of accounts receivable that you assigned 
to Transamerica? 

MR. BERMAN: Your Honor, I object to that 
as a conclusion, a characterization ^.hat — 

THE REFEREE: I am going to allow it. 

A Yes. 

Q At the time you assigned the lump sum account 

receivac^e over to Transamerica you knew that there were 
fibtitious accounts receivable in that amount, right? 

A Yes. 
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Q At some time those fictitious receivables 

were going to co:r.e duo, weren't they? 

A Yes. 

Q And when they did and Transamerica tried to 

collect them and couldn't, they were going to charge back 
your account for that, weren't they? 

A No, because if we had the AC material we would have 

shipped it out and we would have been able to pay off those 
invoices. 

0 In other words, at that point you gave them 

the fictitious accounts receivable in the anticipation 
and the hope that when they came due you'd be able to cover 
is that right? 

A That's right. There shouldn't have been any problem 

in covering. 

Q But you didn't then have the funds available 

to do it? 

A No. 

, Q This was contingent upon being able to get 

more merchandise and sell it. and:-raise the cash? 

. v 

A Yes. 
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Well, wa3n't there $100,000 worth of notes 


that Admiral had discounted? 


Yes. 


That you found out about in November and 


December of 1966? 


A Yes. No, I found out later than that; I found out in 

February, when they started coming due. 


Seven. 


February of 1966? 


February of 1967 — 


A I don't even know if it was February. In fact, 

I don't know when the first one — it could have been 
even in March. I'm not sure. 

Q All right, let's see If we can find out. 

On November 6th of 1967, on page 166 — 

November 29th, page 21, November 29, 1967. 

, MR. BERMAN: What page are you reading from? 

MR. STERN: Page 21, at Line 22, 

% 

Q "Question: Isn't that so, that it was the 

Admiral note that you gave that caused your problem? 

e 

"Answer. . At the end of 1966, the Admiral 
note caused ray problem, that became due at the 
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beginning of 1967 and prior to that Admiral 
met all of his notes." 

Does that refresh your recollection as to the 

time when — 

A No. 

Q What does the beginning of 1967 mean to you? 

A . January. 

MT< STERN: Going to page 24, starting 
at line 13, and this is the continuation of an 
answer: "At the end of 1966 there were notes 

that I didn't know were out that Admiral had of 
mine which became due, I believe, in January or 
February of 1967, and that is when I had a 
problem. 

"THE REFEREE: How much was that amount? 

"TIIE WITNESS: The notes was a series of 

$ 100 , 000 ." 

Q Now, does that refresh your recollection a 3 

to when you became aware of the Admiral notes? 

A I answered it then the same way I answered it today. 

Q January or February — 

\ * 

A I wasn't sure then eithsr r when the first note became 

due that I was aware of it. 


25 


Q 


And going to November 6, 1967, at page 166, 






line 12: 


A147 

Licht - cross 


91 


MR. BERMAN: I'm sorry. When? 

THE REFEREE: November 6 th. 

MR. BERMAN: Page what? 

MR. STERN: 166. 

Q QtiQstion: And yet all of this was not suffi¬ 
cient for you to be able to pay your bills when due. 


wa3 it? 


Answer: I paid my bills when due most of 
the time. I only ran into trouble when I couldn't 

meet my obligations in December of ' 66 ," 

| 

Do you remember being asked chat question ard 
giving that answer? 

A Wei*, I was asked it if it was in the testimony. 

I don't recall it. 

Q But you don't dispute that that was your 


tes 

A No, of course not 

Q And your answer is the same now as it was 

l t 

then? 


A But it's not pertaining to what you just a 3 kec ine 

\ \ 

about the notes. You've got me confused. You're on two 
different things now. 


Q 


1 apologize. 


Well, does that refresh your 
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recollection as to whether you knew about these Admiral 
notes prior to March of 1967? 

A Definitely not. There is nothing there that 

refreshes my memory, because I was guessing then as to when 
the first note became due. 


What caused you to call a meeting of your 


creditors? 


A A meeting of the creditors was not called in March; 

a meeting of creditors was called in May. 


You were having financial problems in March, 


weren't you? 


A I was having financil problems at the end of November 

because the bank didn't renew my loan, that's when I ran 
into problems, on November 30th. I had obligations to meet 
and I didn't have the money. 

Q Well, aside from notes that you owed — 

Let me ask you this; What was the reason why you had 
given Admiral the notes in the first place? 


bank. 


To discount > for me to raise money to clean up w)»e 


In other words, these were gping to be 


accommodation notes? 


Yes. 


And you were going to give the notes to 


/ 
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Admiral and Admiral was going to try and discount them, and 


if Admiral discounted them, then they would give the money 


to you? 


Yes. 


And when the notes came due, you would give 


Admiral the money to pay the notes; is that correct? 


A . Well, they were my notes so — 


Well, you would pay the notes? 


Yes. 


Under what circumstances were these notes 


issued without your knowledge? 


When I presented the notes to Admiral> to Sy Lichten, 


in August — 


THE REFEREE: L-i-c-h-t-e-n. 


^ met with Mr. Lichten in the latter part of 


August ~nd I explained to him that I am in the process of 


cleaning off my bank loan, and if he could discount some 


notes. 


So he says how much am I looking for. 


I said 7 would like to get about $100,000. 


K 

He says, "All right, let me have some blank 


notes, and I'll see what I can do. 


So I gave him five, I believe five, notes 


which 1 signed in blank, and I gave it to him, and I 
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contacted him about two weeks later, and I said, "Well, how 
did you make out with the — raising the money for me?" 

He says he couldn't do it. 

I say3, "All right, then let me have the 

notes back." 

So he says to me, "Well, I disposed of them. 

I ripped them up and threw them away," and I'd been doing 
business with the mein for fifteen years, and I wasn't aware 
of the kind of person he really was. 

Q What was the point in leaving the amount 

blank? 

A Because he didn't know which way he could discount 

with some -- what the factors he was discounting with would 
taka. 

Q Did you leave them blank because you hoped 

he would get as much money as he possibly could, and if he 
could have gotten more than $100., 000 you would have taken 
that? 

A ( No, I only needed $100,000. 

Q What were the circumstances under which you 

V , 

first found out that these notes had been filled in and 

x | 

discounted? 

A The first one — I first became aware of it when 

the note came to my bank for payment, and I wasn't carrying 
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enough balance for the bank to pay it without questioning me. 

THE REFEREE: When this came to your bank, 
what happened? 

Tell me what happened. 

THE WITNESS: Well, the bank called me up 
and said, there's a note presented for payment, 
for collection, I should say, or whatever you call 


it, for the amount of — I don't know how many 
thousand dollars it was — 

Q Was it $20,000? $30,000? 

A I don't know. There was all different amounts. 

Q It was a substantial amount? 

A Each one was substantial, each one was near the 

$20,000 amount or somewhere over. 

Q And thi3, of course, was sometime between 

August of 1965 and March of 1967; is that right? August 
of 1966 and March of 1967; is that right? 

A Could have been after March of 1967 also. I'm not 

sure exactly when the first one came due. 

Q Well, Jet's take the period from August of 1966 

up to, say, June 1st, 1967. 

»* 

A All right. 

Q Did you know about these notes before you filed 


the petition for John Licht, Inc., on June 1st of 1967? 
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A It was because of those notes that I filed the 

petition. 

Q All right. So it wa3 sometime before June 1st; 

is that right? 

A That's right. 

Q Did you know about these notes being outstand¬ 

ing. at the time you called a meeting of your creditors in 
the beginning of May? 

t 

A I believe I did. 

Q So we know that you knew about it sometime 

before the beginning of May, right? 

A We can guess at thi3 all afternoon. 

Q Well, we're not guessing; we're in the process 

of elimination. We're trying to narrow down the period of 
time in which you became aware of the existence of these 
notes. 

A I'll narrow it down closer. It could have been any¬ 

wheres in February, March and April. 

Q It could have been in February, March or April? 

A Right. Any of those months, yes. 

Q During February John Licht, Inc., needed money, 

\' 

right? 

A Yes. 

Q Because then you were trying to find a factor? 
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A That's right. 
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Q And you signed the factoring agreement between 

sometime in February and March 1st? 

A No, we signed it exactly or M«rcb 1st. 

Q Taking the month of February, did you find out 

about these before you signed the factoring agreement? 

A . I don't know. I don't recall if it was February, 

March or April. 

THE REFEREE: Off the record. 

(Discussion off the record.) 

Q There is no question, is there, that during 

February, March, and April you were engaging yourself in 
trying to secure more money for John Licht, Inc; is that 
correct? 

« 

A ‘ Yes. 

Q What was you reaction when you found out about 

these notes? 

A I was infuriated by it. 

, Q Actually, this was the final blow, wasn't it? 

A No, it wasn't the final blow because when I confronted 

him with the first note that came duo I don't recall whether 
he did make it good or he called it and paid it himself 
and then ho told me — I asked him if there were any others, 
and he said no. He lied .to me again. So I didn't know until 
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the next month that there was another one. 

Q This was a man whom you thought had been a 

friend of yours? 

A That's right. 

Q Whom you thought you could trust? 

A That's right. 

Q And he double-crossed you? < 

A You'd better believe it. 

Q Wasn't that a traumatic psychological event 

for you? 

A It certainly was. 

Q And didn't it burn itself into your mind as 

to when it happened and where it happened? 

A Not a thing, no. It didn't burn itself into my mind. 

The fact that it happened was well burned in there, and 
everything around it is well burned, but exact dates is not 
burned into my mind. 

Q How did you handle the problem of the — 

Withdraw that. 

» t 

Going back to this $119,000 worth of fictitious in- 

voices which created the equivalent amount of fictitious 

1 * 

accounts receivable, did the people against whom those in- 
voices were made know of their existence? 

A Y 03 . 
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Q 

Had you prearranged with them before you did 

3 

thi.3 

that you were going to do if. 

4 

A 

It's 

been a practice of doinq this — 

5 



THE REFEREE: The answer to that is either 

6 


yes or no. 

7 



THE WITNESS: Yes. 

8 

• 

Q 

You did prearrange? 

9 

A 

Yes. 


10 


' Q 

These people with whom you did this — by the 

11 

way. 

do you 

remember their names? 

12 

A 

Yes. 

» 

13 


Q 

Is one of them Essex Warehouse Company? 

14 

A 

Yes. 


15 


Q 

Is that the company you are presently employed 

16 

by? 

i 

A 



17 

Yes. 


18 


Q 

And was another one Clang? 

19 

A 

NO. 


20 

• 

Q 

A&n? 

21 

A 

Yes. 

• 

22 


Q 

• V. 

Jade? 

»* 

23 

A 

Yes. 


24 


Q 

There were about six or eight of them. 

25 

weren 

1 t there? 
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A I didn't ovon count thorn. 

Q Do you remember the other names? 

A Yes. 

Q What were the other names? 

A Harry Smith. I think a Kraft. 

Q Republic Battery? 

A . Republic Battery. 

Q That was another company you were employed by 

after you loft John Licht? 

A Yes. 

Q These people, if they knew abeut it beforehand, 

did — Withdraw that last question. 

Wow, the people whom you had made this proarrangemont 
with, of course, didn't expect to nave to pay these invoices, 
did they? 

A No. 
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Q How was it contemplated that you would arrange 

that they wouldn't have to pay the invoices? 

A 3ecause of a practice that was going on for twenty, 

•thirty years. • 

Q Describe the practice? 

> * 

A Preinvoicing AC material, and I sold it to non-AC 

accounts. I would cake their money and I would deposit it 
against these invoices. 
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Q How did you handle these specific invoices, 

these $120,000 worth? 

a What do you mean, how did I handle them? 

Q How did you wipe them off the — how did you 

neutralize them so that these people didn't have to pay them. 
A At the end, when there was nothing left to dc, I is¬ 

sued credits to offset them. 

Q And the credits were just made up out of your 

head? 

A That's riaht. 

Q Just as the invoices had been in the first 

place? 

A Yes. 

Q Well, why was it that you couldn't get the 

AC merchandise to sell to credit against these fictitious 
invoices? 

A Because I was in financial troubles, and they weren't 

shipping. 

Q Well, you just made an arrangement with them 


21 

22 

23 


m 

in March where the’' extended you credit, hadn't you? 

A But it wasn't enough — erough merchandise didn't 

come in to offset the $115,000. 
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9 108 

MR. STERN: This is.the testimony of October 
18, 1967, page 86. 

"Question: It was the Westinghouse merchandise 

that you were making deals with? 

"Answer: No, I made special deals with 
General Electric merchandise, too. 

"Question: But it is a fact that all of the 

Westinghouse merchandise was sold at less than the 
invoice price? 

"Answer: Yes. 

"Question: And it -was sold to various 
people on special deals; is that right? 

"Answer: fes." 

q Do you remember being asked those questions 

V 

and giving those answers? ;• 

A Yes. 

MR. STERN: October 23rd, 1967, at line 

21 : 
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"Question: Would you take that 14*5$, 
compute the discount of 24%%, and the other 
discount" — 

MR. BERMAN: Wait a minute; waft a minute. 

I think you ought to start from the beginning, 
really. This has to make sense. 

You should start from here: 

\ * 

"Question: You paid 14**$." 

t 

,i 

THE REFEREE: Yes, I suggest you start 
from the beginning, to get a clearer picture of 
it. 

MR. STERN: Starting from line 15: 

"Question: You paid 14**$ to Westinghouse 
for the bulbs, according to that invoice; is that 
right? 

"THE REFEREE: Less 24. 

"Answer: Less 24*54% cash, less 2% cash 

discount, less approximately 1% kickback. 

"Question: Would you take that 14**$, 
compute the discounts of 24*s% and the other 
discounts and tell me what you come out with net. 

"Answer: I think if I am not mistaken, 

10*J$c 

"Question: This is the net price that 


~ ■ *4 \ 


i 
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it cost John Licht, Inc. for the lamps purchased 
from Westinghouse? 

"Answer: Yes. 

"Question: This is after all the discounts 
and credits or repayments that you testified to? 
"Answer: Yes. 

"Question: And then you turned around and 
you sold these very same lamps to Klang at 
is that right? 

"Answer: Yes." 

Q Do you remember being asked those questions 

and giving those answers? 

A Yes. 


Q Does that refresh your recollection as to 
whether you ever testified that you bought Westinghouse 
bulbs for 10*s$ and sold them for 9*s$? 

A That's not what you said .to me before. You said 
to me if I sold them for 10% below cost. 1 didn't talk about 


an 


y^ercentages. 


THE REFEREE: No, the question Mr. Stern 


asked you was dd yc'i recall — and that was 
objected to by — 


MR. BERMAN: I objected to 10% below cost. 
THE REFEREE: No, he said 9*s, bought for 
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IOJjC — 

MR. STERN: And sold for 9*s. 

THE REFEREE: 9H cents. 

MR. STERN: Cents. 

THE REFEREE: Yes. 

MR. BERMAN: Now, what percentage is this? 

He asked for the percentage originally when I objected, 

* £ 

THE REFEREE: No. If you go back, it is 

I 

"cents." 

MR. BERMAN: Cents. 

THE REFEREE: Your objection was to not 
the percentage, but you wanted the testimony read. 

MR. BERMAN: Right. 

Q Now the testimony has bean read as per your 

lawyer's request, and does that refresh your recollection? 

A Yes. 

^ Fine. Now, what was John Licht, Inc.'s profit 

margin when it was buying large quantities of We3tinghouse 
merchandise and selling it at a penny a bulb less than it 

l 

was paying for it? 

A Well, in that particular transaction we *»«re losing 


23 


money 
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MR. STERN: No, this was not identified. 

THE REFEREE: That will be Exhibit 24. 
(Received in evidence as Trustee's Exhibit 24 
of this date.) 

Q So that actually, in March of 1967, when you 

executed these guarantees on the Westhinghouse nerchandise— 
with Westir.ghouse, or executed that note with Westinghouse, 
you already knew that your mother and father had personally 
guaranteed the Westinghouse purchases back in the summer of 
1966; isn't that correct? 

A I don't know; I don't think I gave it a thought. 

Q % Well, who arranged the Westinghouse purchases? 
A I did. 

Q You were familiar with the transaction? 

A Yes, I was. 

Q And were you aware at that time that your 

father personally guaranteed this, and your mother? 

A Yes, I was. 

Q So that in March you were also aware of it. 


21 
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24 


weren't you? 

__ V 

A I don't see where the connection comes in. 

» ’ 

THE REFEREE: Whether you do or not — 

THE WITNESS: I said I am aware of it, but 


I don't understand you 
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Who was the accountant that Mr. German 


128 


20 

21 

22 

23 

24 

25 


brought out? Was that Leon Radin? 

A It was his firm. Sidney Lautt. 

Q Leon Radin & Company; that's what it is. 

And did Leon Radin issue or prepare a report of examination 
of the books and records of John Licht, Inc. as of April 
25, 1967? 











i 


Yes. 
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I show you a document which has previously 


been marked Trustee's Exhibit 1 of August 8, 1967, and ask 

you if this is a copy of that document. 

A Yes. 

MR. STERN: I offer this as an exhibit. 

MR. BERMAN: May I see it for a moment. 

MR. STERN: Yes, here, Mr. Berman. 

(Marked Trustee's Exhibit 25 of this date.) 
THE REFEREE: -|s that dated April 25th? 

MR. STERN: A3 of April 25th. The date 
of this report is May 3, 1967. 

Q Wasn't it true, then, that you actually con¬ 

tacted Mr, Berman before May of 1967? 

A Maybe the last week in April. 


• Q Perhaps the last week in April? 

A Maybe. 

Q Well, this is dated May 3rd. Now presumably 

you contacted Mr. Berman and he contacted his accountant 

I 

and he came in and he made an audit and prepared a complex 

report as of May 3rd. Was all that done between May 1st 

»| 

and May 3rd? 

A I said possibly the last week in April. 

Q Well, wasn't it probably? 
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2 

A Probably. 


3 

Q Wasn't it, in fact, prior to May that you 


4 

contacted Mr. Berman? 

" *N 

5 

A Probably it was. I don't recall. I'm telling you 

► 

6 

I don't recall. You show me May 3rd, I will agree that it 


7 

was in April, the last week in April. I'll give up; you win 


8 

The last week in April. 


9 

. 

Q I am trying to refresh your recollection to 


10 

help you testify accurately. 


11 

A You're trying to put words in my mouth. There's 

i 

12 

a difference. 

1 

13 

THE REFEREE; We've had enough of that 


14 

now, Mr. Licht. Mr. Stern is examining perfectly 


15 

properly. He has a right to inquire. He has a 

p 

*s 

16 

right to inquire as to dates, and he's doing it. 


17 

THE WITNESS: But if I don't remember an 

: 

18 

exact date, your Honor, should I lie and say I do? 

'■ 

19 

THE REFEREE; No,- but he is attempting to 

• 

20 

establish certain dates, and he's dding it in a 

• « 

21 

perfectly proper manner. 


22 

THE WITNESS: But he says "the last week 


23 

in April," and I say "Yes," and then that's not 


24 

• 

good enough either. 


25 

THE REFEREE; That may not be. He has a 
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right to probe. This is cross-examination, and 
this is exactly the purpose of it. 

THE WITNESS: I'm sorry, your Honor. 

MR. STERN: off the record. Your Honor, 
could I address the witness off the record? 

THE REFEREE: There is nothing personal, 
he is trying a lawsuit. 

Q Isn't it a fact that you contacted Mr. 

Berman prior to May? 

A Yes. 
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So that would be — Did you contact him in 


March? 

A No. 

Q 

A Yes. 


Did you contact him in April? 


• Q I gather that after Mr. Radin or Mr. Radinfc 

firm came on the scene, that either he or somebody from 
his accounting firm came down to the premises of John Licht, 
Inc., to examine the books; is that correct? 

I 

A Yes. 

Q And were you there when that was done? 

\ * 

A I was there. I wasn't sitting with them; I was in 

tfte office. I was in the premises. 

Q I see. And you assumed that he would examine 
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the accounts receivable; is that correct? 
A He examined everything. 


Q At the time this accountant examined trie 

accounts receivable, did you tell him anything about those 
accounts receivable? 


A Wo. 

Q Did you tell him that approximately $120,000 

of those accounts receivable were fictitious? 

A Wo. 

Q Did you know that he was going to use the 

figures in that book insofar as the accounts receivable were 
concerned to prepare this report? 

A I would assume that he would use the figures chat 

were available. 

Q What was your understanding of what the 

purpose of this report was? 

A To see the condition of my business. 

Q Didn't you understand that it was going to be 

shown to creditors at the creditors' meeting? 

A Originally when he took the statement it was to see 

what we were doing before we had any thought of going to 
creditors. Wo had to first find out what condition I was in 
before we had any thought of going to creditors. 

Q Well, actually, the condition he found out 
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was not the condition as you knew it was? 

MR. BERMAN: May 1 see this. 

MR. STERN: Here (handing). 

Q Isn't that true? 

A I didn't think about those invoices. 

Q You knew about them? 

A. I knew about them, but I didn't give them a thought; 

I didn't know what the total amount was. 

Q Did you see that report after it was com¬ 

pleted? 

A Yes. 

Q Did you look at it? 

A Yes. 

Q Examine it? 


A Yes. 

Q Did you examine the accounts receivable? 

A I looked at every facet.,.. 

Q And when you looked at every facet of it and 

when you xooked particularly at the listing of accounts 
receivable, did you say, "Oh, this isn't correct. $120,000 
of these are fictitious"? 

A No, I didn't. I didn't think about it. 

Q You didn't tell your own accountant that you 
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had retained to help you through your financial problems; 
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is that right? 

A No. 

Q Were you at creditors' meetings when that was 

shown to creditors? 

A Yes. 

Q Did you say anything at those creditors' 

meetings as to whether or net that was accurate in all 
respects? 

' i 

A No. 

Q You just sat there and let the creditors look 

at it and examino it and s an what the assets were, and you 
knew that wasn't correct? 

A I didn't think about it. I don't recall thinking 

about those invoices. 

Q When was the next time you thought about those 

invoices? 

A When I went to credit then off the books, to get 

them off the accounts merchandise. 

Q Why did you remember them then? 

A Well, they became pretty oast due with the factor. 

Q When did you credit them off tne accounts 

receivable? 

A Before I went out of business. 
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it was one of the last acts vov aid at a time when you had 
any control of that business; isn't that right? 

A Well, it was within a week or two before I went out, 

I believe. 

Q So what it comG3 down to is when you were 

dealing with your creditors at the creditors' meetings 
these invoices didn't occur to you, but that just before 
you went out of business you then remembered your friends 

t 

and wiped the invoices off; isn’t th.it what it comes down to'» 
A It came down to I didn't want to create any more 

problems for people that weren't their fault, and so I 
took them off. 

Q Well, were your problems the fault of 

Westinghouse? 

A No. 

Q Were your problems the fault of General 

Motors? 

A That we can go into a lengthy discussion, but I'll • 

say ( no. 

Q Were your problems the fault of General 

Electric? * 

\' 

A No. 

Q You didn't worry about creating more problems 
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for them even though they didn't create any for you? 
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A If AC didn't create problems for me, those bills 

wouldn't have been on the books in the first place; if 
they didn't dictate who I should sell and who I shouldn't 
sell, I wouldn't have to make out invoices like that. 

Basically, they're the ones who created the problem. 

1 

Q What do you mean, if they didn't dictate who 

you should sell and who you shouldn't sell? 

A Well, it's my understanding that once we buy mer- 

t 

chandisa, we can sell anybody we want to, and that if a 
company we buy from tells us we can't sell to somebody, 
it's in restraint of trade, and it was the practicv of AC 
to dictate to us who we should sell and who we shouldn't 
3 ell, so if we wanted to sell somebody who was not approved 
by AC, we had to bill somebody else for the material in 
order to receive compensation for it. 

Q Didn't it go a little farther than that? 

Wasn't it true that actually you- could sell your AC material 
to anybody you wanted to, but that how much AC charged you 
for, it was determined by who you sold it to; isn't that 
more the correct — 

A I just said that. I just said that in order to 

receive compensation we had to bill it to other people. 

Q In order to receive extra compensation. 


Compensation nQ compensation. 
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Q Isn't It true that if you 3old to an AC- 

approved jobber, you would get a higher discount than if you 
sold to, say, a retailer or to a final consumer? 

A No, that's not what I said. I said that if you're 

a jobber and Mr. Berman's a jobber, by all standards of 
the word "jobber," AC would dictate that I can sell you, 
but I can't sell to Mr. Berman. 

Q And if you sold to Mr. Berman instead of me, 

i 

they charged you a different price; is that right? 

A That's right. 

Q So in order to get the higher discount — 

A That's where these invoices were created. I would 

bill you instead of billing Mr. Berman, and when Mr. Berman 
paid me, I would credit it to you. 

Q So what you're saying actually is that this 

$120,000 worth of invoices represents merchandise you 
actually sold to somebody? 

A That was anticipated to be sold to somebody. I was 

trying to get the invoices on the books pending a shipment 
coming in. 

Q That was anticipated you!.would sell to somebody. 

In other words, you hadn't sold that as yet? 

A Let me explain something to you about the AC ma¬ 

terial. Every month we received $100,000 worth of 


I 4 » 
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merchandise or thereabouts, upwards, mostly upwards. For 
thirty-five years. We'd get it in one day; two days later 
every bit of the merchandise was sold, and I could have 
sold $235,000 worth, I could have sold $500,000 worth; the 
merchandise was in demand. At no profit basis, but it was 
in demand. So it wasn't an assumption that I was going to 
sell it. I had customers who all I had to do was call them 
up and say, "I'm sending you down material," not, what am 
I sendi. j them, "I'm just sending you $30,000, $40,000, 
$50,000 worth of goods,"and they would accept it and pay 

for it. So it was no problem. Every month these invoices 

¥ 

were put Jn the books and by the end of the month they was 
always taken off, because the merchandise was sold and they 
were credited out. 

C Well, that being the case, what was the 

point in putting them on the books in advance? 

A Just so that when we were audited by AC it wouldn't 

look 30 obvious, what we're doing, because we were constantly 

audited, a3 well as every distributor throughout the country 

is audited, where they try and catch you at selling other 

% 

people, which is a common practice in our business. 

Q Mr. Licht, accepting everything you say, why 


was it necessary to put these invoices on the books before 
sales were created? Could you not have accomplished the 
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same thing just by crediting different people after the sales 
were created? 

A This was my method of doing it. Yes, you could have 

done it the other way. This was the way we chose to do it 
because we were never picked up on it, by doing it that way, 
so we had a successful way of doing it where the auditors 
would come in and wouldn't give us chargebacks. 

Q Weren't you afraid that they'd come in and say, 

"Hey, you're carrying all these sales on your books and we 
haven't shipped you that merchandise yet"? 

A How can they possibly pinpoint it that close within 

thirty dayL? No way, no how. 

Q This was just your way of doing it. In other 

words, in order to fool AC you'd throw these invoices on the 
books before you made the sale, and that in some way had 
greater effect than if you just credited them to fictitious 
accounts after the sales? 

A Yes. This way we were able to put them on at dif¬ 

ferent times where it looked more plausible, that I didn't 

make $100,000 worth of sales to ten guys in one day. 

% 

y. 

Q Isn't it true that AC would come in and audit 

your books and based on the amount of sales you had made 
they would give you rebates? 

A No. It's not true. AC only gave us rebates. 


1 
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compensation/ on what we submitted, on the monthly forms 
that we submitted to them. 

Q And were these invoices on the monthly forms 

that you submitted to them? 

A Of course they were. That's how we got our compensa¬ 


tion. 

Q So, in other words, you got compensation from 

AC for sales before they were made and before the actual 
accounts were created, right? 

A I'm telling you that up — prior to the time when 

they didn't 3hip me, the merchandise was shipped in the 
same monthj as the bills were on the books. 

Q But that's not the answer. The question is 

that you would receive compensation from AC for sales which 
were on your books which had not in fact been made? 

A Wo, that's not true. Because if it was on the month- 

If I put the bills on June 1st and June 15th I've gotten 
the merchandise and I got paid for it that month I didn't 
make out my report until June 25th. 

I 

Q The $120,000 worth of receivables that was 

assigned to Transanerica in March which you testified were 

\ *' 

fictitious, when were those receivables created? 

A They were created in probably October, November, 

around there. 
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Q October or November of — 

A Of 1966. 

Q — of 1966. And when had you anticipated 

that you would get merchandise to create the sales to make 
those invoices good? 

A Well, if I put them on in November, I anticipated 

getting merchandise in either November or early December, 
whenever the merchandise would hit. 

i 

Q And why didn't you get merchandise in Novem¬ 

ber or December? 

A Well, November it was — we ran into either a price 

increase, that merchandise went on allotment, or a strike; 
it was one of the two that happened then, which was another 
problem we met every once in a while. 

Q Which you couldn't anticipate? 

A No, you never anticipatora strike — Well, a strike 

we can anticipate because they knew that it was going to 
happen and they would always give us another month or two 
of supplies until it was settled, 30 we always had mer¬ 
chandise, but the thing that was the worst part of anti- 

V., 

cipation was when there was a price increase, because then 
they couldn't ship you the goods that you normally got; 

e 

they put you on an allotment. 

Q Had that ever happened before? 
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A Oh, yes, many times. 

Q So this was a risk you were taking that 

something like this would happen? 

A No, it just was an extra month of manipulation — 

Q Just an extra month — 

A — or two. 

• • 

Q All right. So we go through November, Decem¬ 

ber. Why couldn't you get enough merchandise in January 

i 

to pay off these invoices? 

A In January already I was in my financial problems 

from December. 

q So you were carrying these fictitious invoices 

on the book 3 from October, November, December, January. 

Now, had you already received compensation from AC from 
these sales, these fictitious sales? 

A Yes- 

Q So you couldn't just go wipe them off the books? 

A Well, you could wipe them off the books by crediting 

theqn out as a different type of merchandise. 

Q But you didn't do it? 

A NO. 

q Because if you had done that you would have 

had to pay money back to AC, isn't that right? 

A No, if I put it as a different type of merchandise 
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I wouldn't have to pay money back. 

Q Well, if you wiped off the sales for which 

you'd already been compensated, wouldn't you have to pay" 

AC back the compensation you got? 

A No, I do other business with these accounts besides 

AC material. AC is only one line out of two hundred lines 
I handle. 

Q In other words, you would use cash from sales 

of other merchandise to take care of the AC sales; is that 
right? 

A Well, credits we're talking about now, aren't we? 

Q I don't know. What are we talking about? 

A I don t know. You asked me the question. You said 

if I took — 

Q Well, I a3ked you why you couldn't just take 

the AC sales off the record, in some way cancel them out, 
and you said you'd already gotten compensation for them. 
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right? 

A Just cancel them out like that, chat's right, 

I couldn't just cancel them out. 

Q 4 You couldn't 3ay, "Hey, I made a mistake. 
I didn't really make these sales"? 

e 

A No, then they'd charge me back. 

Q They would charge you back. O.K. 
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THE REFEREE: By "charging you back," 
you mean your price would be increased? 

THE WITNESS: Well, say if I put in 
$100,000 of reported sales, they would give me 
a credit of $10,000, 10%. And if I just credited 
those invoices off, when the auditors come in 
they would see that it was just credited, and 
they would charge me back the $10,000. 

THE REFEREE: The $10,000 — 

THE WITNESS: Compensation. 

THE REFEREE: — bonus. 

THE WITNESS: It wasn't a bonus, your 
Honor, it was in our margin of profit. 

When we bought AC material, the warehouse 
usually worked at 20% profit, AC would bill us at 
jobber price, less 10%, less. 

THE REFEREE: Less- 10% because you were a — 

THE WITNESS: A warehouse. 

Then when we sold the jobber, they would 
give us an additional 10% of our purchases. 

% . 

And, incidentally, this here method has 
been such a flop and such a failure throughout 
the country, that they've all but eliminated this 
procedure and they give me the full twenty off the 
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invoice because they can't control their accounts 
frcm doing exactly what I'm telling you now. Every 
one of them do it; it's a practice in our industry 
to do it, that if we buy $100,000 worth of AC materia] 
in the course of a year, we're going to make sure 
we get our full 20% on it. 

Q Are you suggesting that it is a practice in 

your industry to create false accounts receivable fcr this 
purpose? 

A Absolutely. 

Q And do you feel that the fact that this is a 

practice in your industry in some way justifies your doing 


what you did? 


MR. BERMAN; I object to the question. 

THE REFEREE; I will allow it. 

A I certainly do. 

Q Actually, if you just wiped off those false 

accounts, in addition to being charged back for the compen¬ 
sation, you would also have to explain what happened to 
those accounts, wouldn't you? Wouldn't that kind of arouse : 
the curiosity of the General Motors auditors? 

A As long as the money was charged back, that's all 

they're concerned with. And if you would audit General 


Motors' hooks and see the chargebacks they made to their 


/ 
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customers throughout the country on just this thing, the 
people they caught, you'd be amazed. 

Q If they charged you back, all they would do, 
in fact, was debit your account for an additional $10,000, 
isn't that right? 


Yes. 


Q You wouldn't have had to come up and pay them 

$10,000 cash - right? Or whatever it was? 

A When I owe them $300,000 or $400,000, I'm not going 

to have to pay them $10,000 in cash. 

Q All right. So the fact of having this com¬ 

pensation charged back in and of itself wouldn't have caused 
you any great distress, would it? 

A I wouldn't have liked to pay back $10,000 of which, 

when I sold it, I didn't mako that kind of money. It had 
to be sold at a competitive price. 

Q You hadn't even sold it yet, right? You 

hadn't even gotten it yet, right? 


True. 


So all we're talking about is a ledger entry 


on your account with General Motors, right? 


Q And yet you still kept these on your books, 

from October, November, December, January, February, March, 
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April# May, right in'to June, just before you went out of 

I 

I 

business, and then ^ou wiped them off to protect your own 

\ 

) 

personal friends; isn't that right? 

\ 

A Not to protect my personal friends, to protect people 

I was doing business with. They weren't personal friends. 

Q To protect people you were doing business with 


including among those — among which are two of whom you 
have subsequently worked for: Republic and Essex; isn't 


that right? 

A That's right. 
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TRIAL TRANSCRIPT OF AUGUST 9, 1972 
Page 3 (line 6) - 15 (line 11) 
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John Licht, Inc., the bankrupt knowingly and 
fraudulently falsified, or mada a false entry in 
documents affecting or relating to the property or 
affairs of said John Licht, Inc., to wit: (a) en¬ 
tries representing accounts receivable were made 
in the books and records of John Licht, Inc. for 
merchandise which was not actually sold by it. 


I will proceed with that Point 2(a). 


EXAMINATION 


31' MR. STERN: 


Q Mr. Licht, do you remember sometime in Novem¬ 

ber and December of 1966 creating invoices for goods not 
actually delivered to the account of Midwood Automotive 
Distributors on behalf of John Licht, Inc.? 

A Midwood was one of the accounts we billed, yes. 

0 “'hen you say you billed, I assume that you 

also sold Midwood merchandise for which they were billed: 
is' that right? 


Ye:. . 


Did you also create ir 


nvoices during that oari- 
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of time for merchandise which was not sold but which 
p?.aeed on tae books of John Li cht and as representing 


WtlS 

goods 


sold? 


A We pre-invoiced then, yes. 

Q What do you moan by pre-invoicing? 

A Well, with anticipation of shipments coming in, we 

pre-invoicod Midwood for good3 that we were going to sell 
to somebody who wasn't an authorized agent jobber. 

Q In other words, you invoiced Midwood for 

certain goods for somebody — for certain goods which you 
were going to sell to somebody other than Midwood? 

A Yes. 

i 

Q bid you subsequently get in those goods that 

he ti been invoiced to ilidwood and sell them to the other 
^arty? 

A Wo, we had problems getting the merchandise and then 


wa couldn't 3hip the gooes to other people and take them off 


Q Were these invoices entered on the books and 

records of John Licht, Inc. as representing valid accounts 

re ceivabla? 


A They ware entered ip the records. 

Q As accounts receivable? 

A Yes. 

9 From Midwood? 


/ 

/ 

) 

/ 

/ 

/ 


/ 

/ 
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Q How/ -».a fact, at tnat time was it over con¬ 

templated that Midwood v/ould pay those invoices? 

A Wo. 

Q Did this occur in Decemi>e’' ~ 19^6'’ 

A What's the month? 

Q December of 1966? 

A It occurred in 1966. I don't know what month. It 

could have been much prior to that. 

Q I'm reading from the transcript of July 11, 

1967. 

MU. di'RMAW: Your Honor, I think the best 
evidence would be the invoices. I think counsel 
should produce the invoices. We can tell from trie 
invoices what the dates were. 

THE REFEREE: Well, let's see. I'm going 
to overrule your objection. Mr. Stern evidently 
wishes to use the record to refresh Mr. Licht's 
recollection with regard to his testimony at some 
other time. 

MR. STKiVI: Yes. 

bn r-jgo 19 of the transcript of that date 
it says: "Tell us why $27,000 worth of AC merchan¬ 
dise was returned by Midwood and entered on the 
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books Juno 2C, 1967. 

"Answer: Because they would v/ipe off 

invoices that appeared in November and December 
1966 from pre-invoicing the merchandise that vat 
not shipped." 

■low, do you remember being asked that question 
and giving that answer? 

A Jo, I don't recall, but I just answered it the same 

way now. 

•2 Well, does that refresh your recollection a3 

to whether any of these invoices were entered on the books 
in December of 1966? 

A Hot really. 

Q Well, this testimony was in July of 1957 

whic , ‘> i~ some five years ago. Was your recollection fresher 
then than it is now? 

HR. BLUMAH: Your Honor, I object to it as 
argumentative. 

MR. STL it J: 1 can refresh his recollection. 

THIS ULFLRLE: I'll allow it. 
v> Was your recollection fresher five years ago 

eh an it is now? 

A I -would imagine it would be, but I don't see how I 


25 


possibly would know the exact dates of the invoices on the 
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ooc’r-i t.V' 2 n then. I was approximating then like I an now, 
tha^: it could have been in November and December, which 
I just said. 


Q Your ei-acc testimony titan was (a) "because 

they would wipe off invoices tit at appeared in November and 
December 1966 from pre-invoicing the merchandise that was 
not shipped." 

Now, was there any doubt in your mind then 
when you testified a 3 I have just read to you? 

A No doubt in my mind now that they ware on tits books. 


Q In November and December of 1966? 

A It could have been November and December, yes. It 

could have been December, too. 

Q At that time were you dealing with a factor? 

A No. 

0 Subsequently you did make an arrangement with 

a factor; i 3 that right? 

A Yo3. 

Q The date of that agreement was March 1, 1967; 

is that right? 

A That's right. 

Q -‘.r.u at that tine that you made the agreement 

with the factor, were the wipe-off invoices from Dover,rbor 


and December 1966 still on tire books and records of the 
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2 

noir.na.rr’? 

3 

• lit. BERMAN: Your Honor, I object to that 

4 

on the ground that it in not within the issues. 

5 

There is nothing hero in relation to a factor. 

6 

The only question here is as to whether or not 

7 

these './ere false entries made in the book 3 in 

f 8 

contemplation of bankruptcy. It has nothing to 

9 

do with what was on the books when he obtained 

10 

factor, and I object to it. 

11 

THE COURT: Overruled. 

12 

MR. UTERI: VJill you read the question, please. 

13 

(Question read) 

14 

A Yes. 

15 

Q 'uid those entries represented accounts ra- 

16 

ceivable of John Licht, Inc., didn't they? 

17 

A Ye 3. 

18 

Q And were those accounts among the lump aum 

19 

accounts receivable assigned to Transamarica Corporation, 

20 

the factor? 

21 

MR. BERMAN: Your Honor, I object to it 

22 

on the sate ground, as not within tha issues. 

23 

THY RErCREE; I'll allow it. 

24 

703. 
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'■lorn there any other customers of John Li cl it, 






J 


A189 

L.tcht g 

Inc. for './how false invoices were created and entered on 


the books ? 


M?.. UEbJlA'I: '/our doner, I object to the 


form of the question. 

f \R . STERtf: Wi thdrawn. 

Q Were there any otner customers of John Licht, 

Inc. for whom invoices were created and entered on the 
books for goods which were not actually shipped? 


Yes. 


Could you name those? 


Republic Battery, Harry Smith, Essex Warehouse, 


and Midwood. 


Ja<le. 


Mas there a company named Jade? 


Was there another company called A&D? 


Q Was A&D the actual name of the company that 


was involved? 


It was a name we billed them under. 

Q What was the actual name of the company? 

Hondorama Automotive discount Cities, Incorporated. 
Q So /ou have a brother-in-law named Arnold 


i'riedman? 


25 


A 


do. 





A190 

Licht 


10 


Q ’..'ho was Arnold Friedman? 

A A customer. 

Q v is ha also a customer to whoiu you made oat 

invoices not representing goods shipped? 

A I don't think 30. 

Q Daring what period of time were these other 

invoices entered on the books and records of John Licht? 

A Invoices of this type wore entered on the books for 

aooat forty years that I was doing business with AC. 

■j -low, during the period of December 1956 until 

the bankruptcy were any invoices to theso other customers en¬ 
tered on the books and records for good3 which were not 
actually shipped? 

A 17 o. 

Mil. DElllAlI: would you mind reading that 
question again? I'm not sure what it was. 

(Question read) 

Q /ere any of these other invoices among the 

accounts receivable which were assigned to the factor? 

:m. Olk-i'lAJ: Sane objection, your Honor. 

THIS 3KFB?J2E: Sane ruling. 

A i don't anaer.a tana that. 

in. 13 EIlllAM : I object to tie question because 
; what it means. 



i 


I don 1 1 kno. 


:Ie a .aid there wore no 










A191 

Licbt 


11 


other invoices, and now he says, "ware any of 
those invoices"? 

HR. STERN; lie 3aid there were other 
invoices over a period of four years. And than 
I asked him whether — 

MR. BERMAN: For forty years, he said he 
was doing this for forty years. 

MR. STERN: For forty years? 

THE REFEREE: I thought he said four, too. 

MR. BERMAN; No, I tliink ho said forty. 

!IR. STERN: I thought he said four also. 

MR. BERMAN: I heard it, and ho said forty. 

THE REFEFXE; Oh, forty. 

MR. BERMAN: Me said he had been doing this 
for forty years, with AC Products. Is that right? 
As long as he had been dealing with AC Products. 

THE WITNESS: That’s right. 

MR. STERN: I’m glad we corrected that. 

I don’t know whether forty is better than 
four or not. 

\ 

An explanation for Mr. Berman: I had asked 
him whether any of those v/ore created -- whether 
any others were created between December *66 and 
time of tiie bankruptcy, and he 3 aid no. 
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'in. DERMAtJ: Then he 3 aid no. And then 
you said others, so I wasn't sure. I thought you 
Meant what ho just said no to. 

TH3 SEF3RE3: Maybe you ought to clarify it. 
Q In addition to the $27,000 in invoices not 

representing goods shipped which were invoiced to Midwood 
Auto and which were assigned to the factor, were there any 
other invoices or receivables on the books of John Licht, 
Inc. representing goods not actually shipped which were 
assigned to the factor? 

A ;io. 


Q Well, haven't you previously testified that 

there was approximately $ 120,000 worth of receivables which 
were not valid which were assigned to the Transam.erica 
Corporation? 


A 


Other than Midwood? 

Q Other than Midwood. 


A The other accounts, ye 3 . That wasn't afterward; 

tliat was at the same tine. 

0 All right. So at the tine you assigned the 

lidwood receivables you also assigned the receivables for 
Jauu, Essex, AID, *Craft, ct cetera, which you just 
nantioned before. 


Yes. 
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Q Which al 3 o represented goods which wore net 

shippad? 

A That's right. 

d Now old were the oldest of those invoices 

which you assigned to Transamerica at the time you assigned 
them? 

A I don't recall. 

9 Were they five months old? 

A No. 

Q How long did you carry a receivable like that 

on your books? 

A .Jell, usually, when the merchandise wa 3 constantly 

being shipped in they usually wore cleared off the books 
within thirty days. 

Q And whan did merchandise stop being constantly 

shipped in? 

A By the end of November. 

Q So that any of these invoices which in the 

normal course of your business would have been cleared off 

in thirty day 3 would have dated from November or December, 

% 

then; is that 

/. Mostly from Nove.tibor, the lattor part of October into 

November. 

3 USu? 


>v 
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Did any of them predate October of 1.9G6‘> 

I don’t recall; I doubt it. 

:ip.. STC.tJ: I will move on to Specification 
Wo. 2 (b), which is that invoices ware created for 
merchandise not sold or shipped by John Licht, Inc. 
Q Mow, -lr. Licht, I’ve just been asking you 

about entries in the book 3 and records concerning invoices. 
I assume those entries were based — the entries in the 
books were based on invoices which were made up; is that 


right? 


Ye 3 . 


In other words, you would make up a shoot 
of paper that said, "Bill to So-and-so, X dollars for 
mercaandise, and that would then bo given to a bookkeeper 
who would then enter that into the accounts receivable 
ledger; is that right? 

A invoice would be made out and the invoice would 

be handled in the usual manner the other invoices were. 

Q So that for all of this $120,000-odd worth 

of accounts receivable representing goods not shipped, 
in- ieos wore nid out which, in fact did not represent goods 
snipped or the person to whom they were even conteriolatod 
the goods would be shipped; is that correct? 


t 
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*> *: 


?*, r ».• r» .■• t*?* i ) ,-t;i £ ’!>£,*. 2.'ti Oil fcfldfc § plC'lSC • 

'•iii, srSR'<: ■'/oil, let's break is dov.n into 

j 

two *'U23 siona. 

q invoices vould be made out; or were aw da ouc 

for fjooio which •.ere no’; actually shipped? 

A Y‘33. 

q And the invoices ware made out to persons tc 

whon it was not *v»n lnfcandJd that thoso goods would bo 


shipped? 

A That's vorcect. 
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.li^. Bu R2IA1J: He said he can't remember, too. 
NR. STERM: Well, he might remember that it 
was more than 251 and not be as sure that it was 
more than 50%. I don’t knov/. 

THE WITNESS: It was probably more than 50%. 
I don’t know. It might have been the whole thinrf*. 
MR. 3ETviAM: May I see that document. 

MR. STERM: Yes, certainly. 

THE REFEREE: Don’t you have some testimony 
with regard to it? 

MR. STERM: Yes, I'm going to find it. 

THE REFEREE: Well take a few minutes so you 
can fine ..'hat you are looking for. 

MR. STERN: Thank you, your Honor. 

(Pause) 

MR. STERM: Your Honor, I would like to have 
this narked as Trustee's Exhibit Wo.26. 

THE F.EFZREE. Do you have any objection? 


of 


Q 


MR. DERMA.'): 'Ho. 

i’tlE REFEREE: So marked by the reporter. 

Iw will now he Exhibit 26, that’s right. 
(Credit memo marked Trustee's Exhibit 26 
this date.) 

How, Mr. Licht, I show you another credit memo 
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Q Ilow did they come to be made up? 

A They were either credit3 that were on the books that 

had to be taken off at that tine, or the merchandise was 
returned. 

Q Do you remember testifying — Withdraw that. 

Is it your testimony now that you have no 
specific recollection now as to v/hether you gave instruc¬ 
tions for these credit memos to be made up? 

A I gave instructions for some of them to be made up. 

I don't'know exactly which applies to what, though. 

Q TThich ones did you crive instructions to mako 

up? 

A f Tcl 1 , anything that was outstanding that weren't 

actually bills. 

Q In other words, you gave instructions to m&Jbt 

up credit memos for any of the receivables on tne book3 
which didn't represent goods actually shipped? 

A Yes. 

o Well, was this one of the memos for which you 

gave instructions? 

T/:S : That applies to Midwood; is 

that right? 

A Yen. T‘m confused because these credit nemos are on 

the customer's stationery. 








/ OiT • 



\ • 
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(Credit nemo narked Trustee's Exhibit 
27 in evidence, of this date.) 

« liO\:, I have another credit memo to A&D Auto 

dated June 20, 1267, again a copy of a credit memo, and I 
ask you to examine this. 

A i'os. 


IP.. JLSbll'lAif: Jho was that to? 

• JiE^v.l • /.iiJ « 

* 13 that another credit memo issued to Wyckoff-- 

to -- withdraw that. 

Is that another credit memo issued to cancel 
s / 

A <■" / -* 

out one Oi tuo vrywroff 'iiivoices of November and December 


19 66 ? 


It appears to be. 


j Does that credit memo represent goods that weri 

actually returned? 

A I don't remember. 

.IP.. JTSItM: In the interest of expediting 
matters, I an going to 3how you one, two -- I'll read 
them off. 

d 1 dm going to snow you Credit memo to 

il Smith dated June 2J, 1067 in the amount of $26,676.10, 
a:iJ crec.it mr.;io to i.epublic Cattery dated June 20, 1967 in 
the amount of $ IS, 215.01, and credit memo to Craft, in the' 
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amount o : — dato5 June 20, 1967, in the amounof 
55,368.24. 

.\ cracllnemo to •Jnivarinl Bernal which is dated 
Juno 20, 1967, in the amount of 02,152.56. 

A credit W 2-.0 to Jach da tad Juno 20, 1967 in the 
amount of — I gun -.3 I. t 'a 03,019. 

1 ask you tc examine all of these and toll me whether, 
thoaa represent credit vimo; rhich vara issued on that date 

to cancel out recoilah.loo representing goods which were not 
shipped. 

A T'.vry appear to bo the sane invoices with the excep¬ 

tion of Universal Comal, which was not an AC jobber, so 
L can 'c 1 - : -h*i h-r invoices that weren't 

2 let those are copies of credit narao which 

nere prepared oy John Ii.icht, Inc. and entered on the books 

of John I.ipht? 

/ 

A Chat's ri.Tht. 


d?.. crm-l: I would like Wiese marked in 


seriatim. 


■./mid you like to examine them? 

-T'lVI: - 111 , T' 11 object to the invoice 
o.: I’mvor-.-i Jornal, h:erase the iv:u« here is these 
-ir.i on trier: of nhins which wars not actually 
i^veived, <.'..nd IJuivor.-.::.l vernal ho has testified was 





i 
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not in thac category. 

i.!IEJ PEPKRijE: ''oil , 7 don't know whether ;lr. 
Stern ho3 anv prior tantironv — 

MR. r-TBTU: On Universal Bernal? Those 
wore all included in the prior testimony. 

THE PEFET'ETJ: .Ml right. I'll allow it 
r.nd perr.it you to connect it. If you don’t, 

T 'll strike 51. 

. ETERII: •ML right. If I have seven 
out ciy'* t, that won't K e too bad. 

These have previously boon marked an 
Trustee’s exhibit- of July 11, 1967.. in the following 


order 


One to ASD will bo Trustee' r, Exhibit 2 8. 
H. Smith will be 29. 

Republic Battery vrill be 30. 


Em ft will 31. 


Universal Borne! I’ll nark 32 for identi¬ 
fication so *»e don’t * erect about it, and admit 
it in error. 


And Jade will be Trustee’s Exhibit 33. 


y.ry ir>rror>r>. * i i 


!•> tight, so you'll nark 


? 2 for Idontificetic-. 


(Credit monos so marked by the report-'* ' 


* 












A 206 

UcyiJ: 35 

Q the credit nemo to Republic battery we have 

••Mat appear to be -- attached, what appear to be billa cf 
lading. Do these hills of lading represent goods that v/ero 
actually returned? 

A I don't recall. That's the way Republic 3attery 

v/ould 3hip the Torch an-.lino to us. 

3 -ell, do you ronenbor specifically about this 

credit rnsrno and this bill of lading? 

A 'Jo. ‘ 

i Reading from your testimony of July 11, .1967, 

page 41, line 3: 

"Question: This group differs from the prior 
e:: i.tblt a little hit in that it has copies of bill 3 
lading attached; is that right? 

Answer; This is the customer's manner of 
handling credit. 

"Question; I do not understand. Here is a 
non-existent shipment of goods which is coding back 
and if is non-existent and you have bills of lading 
attached. 

. 

Aoswjr; 'wi'.! '.s the /ay he would return 
;.<crchcr..’i so, s > 1 roiunstod iinvoices and credit 
- lips from him in the ;a y he would Jo it. 

Question. Taut you aro .-saying is that the 
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bills of 1 cluing or little pieces of paper attached 
and were prepared by Republic battery; i 3 that whatj 
you are M.v/inc/? 

'Answer: Yes. 

"Question: lot prepared by your office? 

"An.swer; The credits were prepared by ny 
office; the bills of lading may have been. I don’t 
know who prepared them. 

"Question. /ou notice there is no signature 
on these bills of lading showing the goods were even 
received. 

"Answer: They were not received because tho'y 
were not billed to start with. " 

Do you remember being asked those questions 

and giving those answers? 

A T must have if that’s in the testimony. 

0 boos that refresh your recollection as to the 

nature of these purported bills of lading attached to this 

he -iublie credit r..smo? 


? >hid, in fact, chess were attached just to njftko 

it app jar tin at: this s/as a vo T '■ d credit r w no represent lr,r 
goods which war a actually returned, isn't it? 


25 
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A 


i \ 


Ijl fact, the goods ware not returned? 
According to ny testimony they weren't. 

- y o you accept your testimony an it wa> . 

Ye* 


than? 


MR. STEItJ: Off trio record. 

(Discussion off tie record.) 

Q What was the 3tatus of John Licht, Inc. on 

June 20. 1967? 

A We wore in Chapter XI. 

Q Already in a Chapter XI proceeding? 

A Yes. 

Q And when did John Licht, Inc. go out of 

business, or when was it adjudicated? 

A July 11th. 

Q Wow, up to June 20, 19f>7, had you been having- 

Witndraw that. 

So on the date these credit memos were issued 
John Lic.it, Inc. was already in a bankruptcy proceeding, 
wasn’t it? 

MR. JERMAM; Your Honor, I object to that, 
iiis answer, It was in a Chapter XI proceeding," 

I don t know another the witness is competent to 
testify they wore in a bankruptcy proceeding. 

I tain!: it is self-evident the answer i 3 what 






I objact 
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ho gave 


or. the ground it has already 


bean answered. 

MR. STURM: It’s a state of mind.> 
ri;£. REFEREE: You’ve jU3t: made the state¬ 
ment, Hr. German, I don't know whether it's en 
objection or not, but if it's an objection, I'm 
going to overrule it. 


lilt. DC .Will: O.K. 

THE REFEREE: Off the record. 

(Discussion off the record.) 

.3 What v;a3 the reason why all of these credits 


were issued on June 20, 19G7? 

A Tnc only thing T --an possibly think of is that I felt ^ 

taafc everything was over anyhow, and I didn't want these 
customers“€o Have problems'which weren't their doing. 

J .7hen you 3ay youTelt that everything was otter, 

do you mean that you anticipated that this Chapter XI pro- 
cesuing would not bo successful and that John Licht, Inc. 
would eventually be adjudicated bankrupt? 

A Mo, I had no knowledge of what the actual— 

\ 

Q What do you mean by you felt everything was 

over any'./ ay? 


A Well, they gave us an operating manager to cone in 

and va3 with us. 
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TII£ REFEREE: ?ou mean ’they," the 


creditors? 


THE WITNESS: The creditors. 

TUL REFEREE: Committee? 

THE WITNESS: night. 

A /aid I don't recall exactly what preceded this, for 

me to take the credits off the books. 

0. nut you wanted to take the credits off the 
-jooks while you still had some position or control over the 
affairs of the company;is that right? 

A I really don't know what motivated me to do it except 

ny customers shouldn't have a problem. 

Q 'Hint kind of problem could they have? 

A Well, the problem they would have would be that, 

maybe the factor or the creditors would look to them to pay 
tnese invoices, that weren't actually — the merchandise 
hadn't been received. 

'*• ■‘■ ri the ordinary course of events, you expected 

tne factor to collect the accounts you had assigned, didn't 
you? 

Well, I expected the factor to collect the accounts, 
but they would have been collected if i billed it to some- 

>o^y else, and the money would have boon sent to the factor 
to cover those invoices. 
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Q ifell, you as'signed invoices. 

'• v:-3 did not assign invoices. 

C* '/ou assigned a lump -- You assigned all of 

your receive lies? 

A A lump sum. 

Q Right. .And thsse receivables consiste 1 of 

individual receivables, the lump consisted of the parts, 
right? 

A Right. 

Q All right. So you anticipated that in the 

ordinary course of events the factor would proceed to col¬ 
lect each receivable which comprised the lump sum of the 
receivable 3 which he had accepted; is that right? 

A That's right. 

d And you al3o anticipated, didn't you, that if 

the factor attempted to collect these receivables, that 
these people would resist on the ground that they hadn't 
received the merchandise; isn't that true? 

A X imagine they would, 

J bo your issuing these credit memos was as 

.much to protect yourself as co protect the cuacorner; ’chsn't 
i t? 


* It h,u. nothing to do with protecting ne. 

tiling in tie world I could have done was not to 


The best 
do anyching 





A 21 2 

oiche 



j r-vght? 'i’nat v/ay I would have been pro to abaci fully, and lot 
•ny customers worry about it. 

^ -' vt fc h® time t'lat you assigned these receiv- 

aolGs to Transajaarica, you knew that insofar a 3 the receiv'-' 
ables represented )/ those credit nemos are concerned, that 
they wore not valid; isn't that true? 


Ye3. 


And you knew that if any atter.pt was made to 


collect thorn that the customers would resist by claiming 
they had never received the goods; is that right? 

A Yes. 

0 And taat, .n effect, this would have constitut¬ 

ed on your part obtaining money for John Licht, Inc. under 
false and fraudulent circumstances? 

•1U. HERMAN: i object to it on the ground 
he i.3 asking for a conclusions of law. The witness 
is not competent to answer. 

THE REFEREE: I will allow it. 


0 In other words, you got $120,000 for John 

Licht, Inc. from Transanerica based on accounts which you 
knew were not valid, that did not have that value; ien't 
that correct? 

A Ho, it's not correct. First of all, I didn't gat 










/ 
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$126,000, I got a percentage of the invoices. Second of 
ail, they had enough security for the money that they did 
give no at the tine. They had ny accounts receivable, 
they had an inventory, and they had three pieces of 
property, which is far in excess, at the time, than what 
they gave me. So there was no jeopardy on their part. 

a Tou mean, there was no way that they could 

get hart? 

A At that tine there was no way that they can gat hurt. 

TUd :IEFEHEE: I think you testified that 
you got $400,000 from Transanerica. 

'i’HE WITNESS ; ’/33 . 

IR. STEIW: I believe it was approximately 
$460,000. 

THE WITNESS: No. 

7hat was the total amount of the receivables 
and inventory which was assigned to Transamerica at the 

tine the factoring agreement was made and the $400,000 was 

obtained? 

A I have no idea. 

■' Tou nave no idea? / 

A I don't renentjrer. 

hut you testified now that it was approximately 
twice tiie amount of the money you received. 
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Vi!I3 REFEREE; :Jo t ha didn’t 3 ay that; ha 

said there v/as ample security. 

My recollection is that that was his testimony. 

Q V/as the value of the inventory and the good 

receivables that you assigned to Transamerica equal to the 
amount of money that you got? 

A If I recall at the time the good receivables alone 

was enough without the inventory. 

Q So your testimony now is that at the time you 

made this assignment that tie amount of valid receivables 
exceeded $400,000? 

A Yes. 

* 

Q '/ell, if the amount of valid receivables 

exceeded $400,000, what was the purpose in assigning these 
invalid receivables? 

A I didn't assign individual receivables; they took 

the whole account with non-notification, in bulk. 

They didn't itemize accounts, they took the 
whole receivables in bulk. There wasn't an agreement where 
I could hold back some. I had to give them everything or 
nothing. It wasn't where I picked out what I wanted to give 
them. This wa 3 the agreement. 

Q Yes, but couldn't you have said to them, 

"./ell, don't take thase because these invoices or these 
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2 

> 

receivable 3 are not valid? 


h 

A I don't know if I could or not, but I didn't. 


4 

Q 3ut you knew that those non-valid receivable* 


5 

were in that group? 


6 

A Yes. 


7 

Q And you didn't tell Transamerica anything about 


6 

that? 


9 

§ 

A 'do. 


10 

0 So they had no way of calculating whether the 


11 

amount of roceivablos would actually cover the amount of 


12 

money fchev were giving to you? 


13 

A do. 


14 

0 They had to rely on your good faith? 


15 

A They relied on the invoices I gave them, plus the 


16 

inventory, plus the buildings. 


17 

Q So they relied, when they gave you the money. 


16 

they relied on the fact or the representation that all of 


19 

those receivables were valid, to tha best of your knowledge? 

| 

i 

20 

ih. nURMAd: Your Honor, I object to that 

1 

21 

on the ground I raised before, that that's not an 

I 

22 

issue in this case at all. 

i 

23 

•r;i3 rjsFnncjj: i will allow it. 


24 

I don't believe you've gotten an answer to 



25 


that, have you? 
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Q ;ir. blent, the practice that your company 

engaged in with respect to AC Products, how long had that 
been going on? 

A We were distributors of AC for about fortv years, 

so I would say about fortv vaars. 

y And in order to clarify the situation, exactly 

what was the practice that you testified to before? 

A Well, AC would authorize accounts which they would 

want you to sell to. 

Q Taesa are AC products? 

A Ac products. 


ft Are they spar); plugs? 

They' ra spark plugs, oil filters, fuel pumps - 


- all 


) 
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various items that they manufacture. And there could be 
two jobbers on a block and one jobber they wanted and one 
jobber they wouldn't, so they'd tell you you couldn't sell 
the other jobber. 

Q Did they give you a list of these people? 

A No, you submitted to then, and they either approved 

them or disapproved them, and, which, in our way of thinking 
was a restraint of trade. 

We had a letter from them one time stating 
that we're not allowed to sell -- we can cell •»«'ybody we 
want, and they cannot tell U3 who to sell. This was in a 
letter from cneui. <nd the uay we got tne letter, a couple 
of days later we got a r ollow-up from the Mew York sales 
manager, who said, "You racexvuu a We legall 

sent you uiu letter , but aon’t believe it. You sell who 
we tell you to 3ell." 

Q Thi3 was in writing? 

A This was in writing at the time. So when we sell 

an authorized account v/e would receive a compensation of 
10 % on the goods v/e sold them. 

THE REFEREE: You mean a discount? 

THE WITNESS: Yes. Well, they call it a 
* compensation, because v/e would bo billed at a jobber 
price, and v/e would get 10% off the invoice for 
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- \o using, anc the other lot was for reported 
sales to wholesale accounts. 


Lie. they give you this aftex - you reported 


the sales? 


A After we reported the sales. 

TiII3 REFEI<c.c.: So you would then get 2Q1? 

THE WITNESS: night. 

THE REFEHEE: Ten for warehousing and 
ten for selling an authorized account. 

THE WITNESSi Yes. 

Q I. you dion 1 t sell an authorized account —— 

A Ther '•’« nnlv received the ten. 

So it was cue pracu..ca of the industry, every¬ 
body sold anybody they wanted to and covered up who they 
ware selling, and as a result this AC, General Motors, and 
a lot of the big corporations had teams of auditors, which 
are on a 12-month schedule going around to see if they can 
catch their customers in this practice, and if they would 
open up their neons to you you would see where almost every 
account tnay had was caught and charged back and another von. 
goes by and they are caught again. It's — unfortunately. 


H.vwids horrible. 


way this business 


but this is the 


is run 
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- redirect 


3i 


Q And the reason you did all this, Mr. Licht, 

•••as bsea ;oo you !: new that this business was going under, 
and you ware tthing thsee desperate chances and making ths 3 e 
bad decisions to avoid what was going to be a very unpleas¬ 
ant and painful experience for you and your family, weren't 
you? 

A Mo, you are so wrong it is sickening. 

Q Wall, you signed away your home, your parents 

signed away their home. You did things which exposed you 
to all typos of liabilities. 

A Everything I did I did with the anticipation that it 

would pull us through and we would be able to remain in 
business, not out of desperation where I put my head in the 
sand and felt that we couldn't go on. 

Q That it would puli you through. Pull you 

through from what? 

A Proa the position we were in. 

Q From the financial crisis you were in, isn't 


that jj? 


22 


h'eul, you : .v. t to you need to put this in testimony 
■t we wore in financial crisis? 

0 1721.1, wasn't it a financial crisis? 

« 

Of course ic ’ * o.. T .7het. did I go co £ rectors for? 


7*1 


24 

25 
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INTERROGATORY NO. 11 AND TRUSTEE'S ANSWER TO INTERROGATORY 

NO. 11 

11. What were the dates of the entries alleged 
to have been made in the books of John Licht, Inc., repre¬ 
senting returns of merchandise to it, none of which was 
actually received by it, setting forth the merchandise 
alleged to have been returned and the value thereof. 

A. 11. The alleged false returns referred to are 

covered by credit memos dated June 20, 1967, for the accounts 
of Essex Warehouse Distributors, A & D Auto, Midwood Auto¬ 
motive Distributors, H. Smith Company, Republic Battery 
Company, Craft, Universal Bernal, and Jade. Invoices which 
proport to represent merchandise returned are attached to each 
of these ci*edit memos. All of the foregoing were marked as 
Trustee’s Exhibits 1 through 8 for identification of July 11, 
1967 and will be made available to the attorney for Melvin 
Licht upon his request for his inspection. 


Interrogatory No. 11 and 
Trustee's Answer to Interrogatory No. 11 






TRUSTEE'S EXHIBITS 








EXHIBIT 2 - INVOICE DATED JUNE 30, 1966 

_ r ■ r\- ;/<• C', 5 — , C ''ELAND, OiliO /!•'.!! 

Vi/} O; •- C.*/*' Z/l/'J 'L'K, lp r \ PHONE GSI.3C0D 

ier::.oi:I Division ’ “1 c ID. Mel Lichfc A 


• ft 

r t ' i tr: ri 

v-JV.lVil ■. 

' of 

f ') ; : / C c 

P Thor:; 

■old D 

4 

ivision 

H.K. 

Porte 

r Co., Inc. 

1250 

Porte 

•r liuililins 

Pittsburgh 

p-> T eO -;0 

, 1 .- 4 . .C-iO 


“Is ID. Mel Lichfc 
h * 1 Bay berry Road 


p Lawrence, L. 1., j;cv/ Yo 


QUAmJ V PRIZE NO. 


CHCOCtO IY 


CUSTOMER S OADi* NO. N UM|« 

-321134::_ 

TERMS 

NET, JO DAYS 


_ MODEL NO. & DESCRIPTION 


Special 3-pc. Sofa 10'sell« 


INVOIC! OAt£ 


Fabric 


2885 Chairs On Swivels 
7/7C 7 


(^76? Coupons) 

Frt. 


c r~ r;i T/V y->- 



5 * - 5 , * 

* m l * ■> 5 > 

J r r 5 1 


6/30/56 


•S«ll«t r*p'«»e«t» iSaP ».rN r«»;* : i »o »ht projection of •-riel*; o^d'or pcr - 
fcrr^snc* of *• wnltn co**'H by *i» Jnvoico. .*» Ket fully «3r.pli»d w.*K Sections 


4, 7 Old 12 of Ibt fair lobcr Act of 1933, o. o-*«3c*J, o«d of rt;el 3 *ioni 

ood order* of »Ko United State* Dtportmtnr of Labor i lived under Section U mereof.* 



OiUGIKAL IWOJCH 


;.ate € 1 S I *7 


t-t -;. T 

















0.0 



VC-L. 



// Av~> S),u^y 
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EXHIBIT 18 - PURCHASE ORDER NO. 1669 


JhC.') PH r vi n 

•QjKi^uJil'J Lld&u'di] 

06?6-i?fh Avnras.1, nnosmvN i/j # w.y. 

i 

L . DE 1-2GC0 

m if 

i ... . 


wwyp.a 


PURCHASE OI'Dl 

*/OOte. A 227 

N 9 "- 

Tjo v <ppn v 

L.-i • ' x u u u 


ZVIaCI Af, WGYi: 

1 — All car load deliveries trucker must notify 

a day before delivery. 

2 - All shipments musl be sent PRIi-?A!D 

when order qualifies. 

3 — Purchase order numbers must appear on 

packing slips. 


■*!“ An‘. SV. . 

rn..* ' ir 'lm 


12-!/. ; U 



Ur, !&// // 

By///./, vS . 

ONLY COPY AVAILABLE 


























Maritz Inc. 

y 

Customer ,’«em. ,„d Add rou 

AC Sparkplug 


EXHIBIT 20 - PURCHASE ORDER NO. K5202 

__ PURCHASING DC r COPY 

OAT, CfTyoiCl'MOMOCR [”l*To7ccllATC ) 

Ord., No. 907347 


A 228 


DATE 


•OUGHT 

OF: 


TEEMS: 
SH1F VIA: 


March 20, 1967 


Ceucrnl Electric Company 
1355 Knrson Hoad Kerch 
St. Louis, Missouri 63132 
Attn: Jira Vincent 


7T-7» 

VENDOR NO. 


Cuilome, Pureh,,, 0 „Jer No. _ _a 

Account No. 9 

_~~ 4 CQ7 ^ y »°« K 52 0 2 

SHIf MARITZ INC. 

TO: DISTRICUTION CENTER 

HOI NORTH HIGHWAY DR 
FENTON. MO. 4J0J* 

UNI.CS* OfMCNVrisc INOICATCO SCLOVT 

• Mr. Mol Licht 
44 Bcaybcrry Road 
Lawrence, New York 

943 


quantity 


MFO. NO. 


JK29 


OE8CRIPTION. COLOQUINISM. size, ETC. 


item mo. 

K-SI 


i : 


General Electric Euilt-In Oven 
Coppertone 


0001. 


4 . 


SNTP DIRECT & PREPAID 



n 


NATIONAL GANiC 
POINT VERIFICATION^STICKER 

I Order 
i Number. 


9/ 9WX 




Points 
Rccoivsd_ 


It 


J- 




• : J 

' !ii '* • 


o' 




■' v* 


Signed_ 


/)£ 


— . ’ \ 

N'.i' 


HOW SMIFPto 


CHARGES | NO. crus. | WEIGHT f ^ 


FRO. OR W. ». NO. 


RECEIVED IT 


-T- 1 -L 

- MARITZ INC. 

J’lAun Martin 


only copy -available ' • 


s 





ffc.-.Uam 


EXHIBIT 22 - PURCHASE ORDER NO. 1291 

: II /;//)/-;/?: 7 \ . 

; ‘/. / / . ) 

v . v. / ^ •{. / V 1 y 

• ....... ...t; i < ri •• 
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l x\ • 
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V t , C-h'J.... 


TCRMS: 




r /. 777;/ - 


X: 

\! 


v^n ^ •* r 

i .*;.•!./ •! « i .*.« Ii |i 

i 1 — All c-ir L.-d c't!ivcri>'j trucker must notify 
a day before delivery. 

| 2 — All shipments must be sent ri.i. : -!V.!.? 

' v/lien order qualifies. 

_3-r Purclirss order numbers must appear or, 
packing slips. 


PART NUm“cR 


OUANTITY 


PAP.T N'.IMV'P. 


id^zi 


























EXHIBIT 23 - PURCHASE ORDER NO. 1304 ' 

,4V.?'- A-'. £/. (' 


■ pv;:-) nnnn f] n/?n.n'7? 

WifULM CdLjVsul/U 

C v ^ U“ i ' l • i i ivi.r< vii/ L*i*v»«* v,/»\£h v I « I*v/ v i • 


Du 1-2CC0 




i i\ (\.vl\y ( 1 , 


V- ■d.-iS t. r.( 


'(?*$£■ 


/o/W 


■ -DAte».; ' s . -ana. 

yfcAN^ 


*/? <* */:■ 

- ... 

PURCHASE Or.iJi 
TO{);^ A 230 

H K'. 1 130-i 


* *.'• LiWL/-aI « l » g 

1 — All cor load deliveries trucker must notify 

a day before delivery. 

2 - All shipments must be sent PRE-l'A! J 

when order qualifies. 

3 — Purchaso order numbers must appear on 

packing .slips. 


. TERMS; J 


Wem 


,y 







f^niin ~*.Cirltl y 

ONLY COPY AVAILABLE * ^ *k&~L 



















EXHIBIT 25 - CPA REPORT 


JOHN LICHT, INC. 


REPORT OH EXAMINATION OF THE BOOKS AND RECORDS 


AS OF APRIL 25, 1967 


\ - 


\ - 

datc_CJ 

[\_qJ 




riC.VALD 


TOLICIfv 


DAT I'D 


\/LuJlz lSXHIirT 

5/v/6 7 


FRANC :r.i> S. KA fl.T 



Leon i. Radin & Co. 
Certified Public Accountants 


Trustee's Exhibit 25 








LEON I. R\DIN a CO. 

CERTIFIED PUBLIC ACCOUNTANTS 


• Avamt 0-0OAO 


LEON I. OAOlN, c. P A 
SIDNEY C. LAUTT, C P A. 


Exhibit 25 - CPA Report 

IOI WEST 31V STREET, NEW YORK I, N. Y. 


A 23 2 


May 3; 196? 


John Licht, Inc. 
Brooklyn, New York 


Gentlemen* 


Pursuant to retention by you, we have prepared the following 
for presentation at a meeting of your creditors: 


EXHIBIT "A" 


Balance Sheet - Per Books and Records - 
As of April 25, 1967 


EXHIBIT "b" - 


Statements of ftrofit and loss - For the 
Calendar Year 1966 and for the Period 
from January 1, 1967 to April 25, 1967 


Schedule #1- Sundry Expenses 


EXHIBIT "C" - Reconciliation of Capital Deficiency - 
, As of April 25, 1967 


Since we have not verified any of the assets or liabilities, no 
opinion is expressed. As you know, this is our initial engagement by you and the 
preparation of these statements was made for the purpose of presenting tnem in time 
to accommodate a scheduled meeting of your creditors. 


Respectfully submitted. 


\ -\ r ' A* 


Certified Public Accountants 





Exhibit 25 - CPA Report 


JOHN Lie:-- 

balance s?-ee? - ----- 
ascfl.-:: 


assets 


A233 

Cash in Bonks 


$ 36 , 296.36 

Accounts Receivable 

Less: Loans Payable - Transamerica Financial Corp. 

$426,481.85 

243,458.02 

183,023.83 

Post Dated Checks Receivable 


10,311.00 

Merchandise inventory - As Subaitted 

I^ss: loans Payable - Transamerica Financial Corp. 

527,718.34 

198,867.00 

328,851.34 

Notes Receivable 

Less: Notes Receivable Discounted 

37.202.15 

13.202.15 

8 

0 

• 

C\J 

Loans and Exchanges Receivable 


13,485.19 

Machinery and Equipment 

Less: Reserve for Depreciation 

2,837.61 

652.84 

2,184.77 

Office Fixtures 

loss: Reserve for Depreciation 

13,209.12 

7.377.78 

5,831.34 

Building Improvements 

Less: Reserve for Depreciation 

25,468.54 

8,055.48 

17,413.06 

Unexpired Insurance 


4,155.86 

Balances Due from Suppliers 


39,544.83 

Sundry Assets 


1,250.00 

Total Assets 


666,347.58 

Capital Deficiency - April 25, 1967 - Ffer Exhibit "C” 


862,512.51 

TOTAL ASSETS AND CAPITAL DEFICIENCY 


$1,528,860.09 


Eubject to comments annexed 


i 










Exhibit 25 - CPA Report 


S ales 

tess: Soles Returns and Allowances 
Sales Discounts 
Net Sales 

Cost of Goccs Sola 

Merchandise Inventory - Beginning of Period 
Merchandise Purchases 
„ Less; Rirchase Discounts 
Met Purchases 

Total Cost of Goods'Available for Sale 
less: Merchandise Inventory - End of Period 
C ost of Goods Sold 

Grots Profit or Loss 

Sxpenscs 
Salaries: 

Officers 

Wholesale Department 

Mechanics 

Supervision 

Office 

Salesmen 

Delivery 

Total Salaries 
Vacation and Sick Pay 
Truck Rental 

Interest and Bank Charges 
Factors * Charges 
* Rent 
Taxes 

Freight and Express 
Insurance 

Union Welfare and Pension 
Telephone t 
light ana Power 

Stationery, Printing and Postage 
Repairs and Machinery Rental 
Towels, Uniforms and Cleaning 
legal and Accounting 
Travel and Entertaining 
Sundry Expense Accounts - Schedule #1 
Association Dues and Permits 
Detective Service and Burglar Alarm 

TOTAL EXPENSES 

NET PROFIT 1 OR LOSS 















Exhibit 25 - CPA Report 

JOHN LICnT, IUC. 

SUNDRY EXPENSES 


EXHIBIT "B" 
SCHEDULE 

— ■ ... .i t U.m. 
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Calendar Year 

1966 

January 1, 1967 

To April 2p, 1967 

Advertising 

$ 514.05 

$ 50.75 

Packing and Shipping Supplies 

157.44 

226.11 

Depreciation 

2,195.53 


Bad Debts 

3,584.10 


General 

23.50 

1,102.65 

Donations 


595.00 

Adjustments 


2,500.00 


TOTALS 














Exhibit 25 - CPA Report 

JOHN LlCil?, i:;c. 

RECONCILIATION OF CAPITAL DEFICIENCY 
AS 0? APRIL 19QY 


Capital Stock 

Paid in Surplus - December 31, 1966 
Earned Surplus - December 31, 1966 


LeBo: 1966 Federal Income Tax Paid 
Adjustments 

Net Loss for the Period - January 1, 1967 to 
April 25, 1967 - Per Exhibit "B" 


$ 25,000.00 
186,608.73 
28,018.99 


929.35 

^6,563.17 

67 ^, 647.76 


EXHIBIT "C" i! 
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$ 239,627.77 


1.102,140.28 


CAPITAL DEFICIENCY - APRIL 25, 1967 
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EXHIBIT 29 - FIRST PAGE OF CREDIT MEMO NO. 6046 

D^wvy 1-2 COO 


/ 1 • 

~t. - - 


i o 

> 




crc;'w- ■' 


p/ry'-P ! r: 

o-vj;ni : 

Wholesale Automotive Distributors 
Z'J 96 - !C;h Avorusy r.iooMyn l-% *!. V. 


/>-> 


N? 6046 



; t 

yj 


v.y., 

>-✓9 y /V; , 
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BANKRUPT'S EXHIBITS 








-exh_ n 

•'OHM 4Ci4j 
V. JUNE 1 17J) 

. ... A\U ADUKLSS or TAXPAYERS 


—-. INCOME TAX AUDI T CHANGES 

DEPARTMENT OF Tnt JIiLASUIIY ■ INTERNAL HI VENUE uT.VI«. k ” 

__ irvico.v.A v.;x alo:y changes 






CLoJ? 


jJ.S. Of»-L-.i,-.'-«U>v.cit:r< 


MUN( ( . 


— /A/V/ 

1. ADJUSTMENTS TO INCOME / " 


I /. 

PERSON WITH NAME A NE> TITLE 
WHOM AUDIT 

CHANGES /'T,. ./V,, *' r 

wide A' 11 - • ■■'-I—' *-- •* 


WERE 

DISCUSSED 
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YCAH ' 


b. "7 




.':. TUTAu ADJUSTMENTS 

J ‘ q.% ^>7:a .VuSslv'aoj^Sq '“ c ome shown ow RETURN 

j corrected ADjusTEa-G.Toss-<aa taxable income 


6. ALTERNATIVE TAX IF applicable /from Page __ , 

7. TAX SURCHARGE 

8. CORRECTED TAX LIABILITY /Lesser of i,„ e s tnd s p , us //n( 7/ 

3. LESS A - 

CREDITS IT. ---—-- 

(Specify) —---- 


13. BALANCE (Line Sices e mounte on lines 9A through 9C) 

A. TAX FROM RECOMPUTING PRIOR YEAR INVESTMENT CRFDIT 
U. PLUS; B. SELF-EMPLOYMENT TAX “ 


12. TOTAL CORRECTED INCOME TAX LI ABI LI TV nTth rlugh', °° hntt 

1 3. total TAX.S.-iQ '.VN ON return OR-AS-PREvio^rstv-AO.ULS Trn 

14. STATUTORY DEFlClENCV OR IOVERASSESSMENT) 

16. PENALTIES ,/*- f: C' . r-X 

- ~ C Er v A S JW.[ _j/, 

OTHER INFORMATION *- 



\ K | / 7"V, 



EXA VN’NG OFFICER'S SIGNATURE—/:'- 

' • A — i ••'C-'.l.*— CjC-* 


wj.. (,.4.a. . . ;h ^NATURE OF TAXFMTER DATE SIGNATURE OF TAXPAYER- - ---- 

r^ .« , , ». _ I / ; '"ArAitn . DATE 

- — - id —.■_I_ w C- J / / 


NC“£: If a iO.r; c- 
turrt wj.. f: itw. . ..;h 
’.tfxpoyjf* r . r\ 


fw ... 


w-/ji 
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EXHIBIT B - IRS STATEMENT OF ADJUSTMENT FOR TAX PERIOD 

OF DECEMBER 31, 1967 


Date of This Notice 

JUNE 12, 1972 

Identifyinc Number 

076 - 24 - 14*0 
Document Locator Number 

11 247-134-007jH-2 
Form Number Tux Period 

1040 DEC. 31, 1967 


i Internal Revenue 


If you inquire about 
■*5 your account, please 
refer to these num¬ 
bers or attach a copy 
^ of this notice. 


i| V 1 ,3 

. j£Jji Service Center 

22 MS2 hNDOVER* MA 0181? 

yX 0/6^43446 30 6712 670 

MELVIN 6 EDYTHE LICHT 
55 LOCUST AVE 
CEDARHURST NY 11559 


1115 


STATEMENT of ADJUSTMENT Tu your ACCOUNT 

balance due on account before adjustment 


adjustment COMPUTATION 

TAX- INCREASE 

PENALTY- SEE EXPLANATION F 

INTEREST CHARGE 

NET ADJUSTMENT CHARGE 


BALANCE DUE 


2,345.7o 

117.29 

564.52 


s.oo 


3,027.57 
S3,027,57 




'•ATE. 


1SL2 





The letters in the box at the left identify the statements on the back 
of this notice that provide further explanations and instructions. 


Form 4188 (Rev 10 71) 
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[Date of This Notice 

Jl M . , | ./ /, 

^Identifying Number 

. ' & ■' 

[■Document Locator Number 

I 3 . s 

form Number Tax Period 


EXHIbIT F - IRS STATEMENT OF ADJUSTMENT FOR TAX PERIOD 

OF DECEMBER 31, 1966 



Internal Revenue 
Service Center 


If you inquire about 
^ your account, please 
refer to these num¬ 
bers or attach a copy 
e of this notice. 


pit', ;W , tbb 



n is 


tft i V \ t - t 5 / I 
J>£> i r :. ’, i /» ,< 


ACi'OUfv 

Ovik?/* ffi itv * Pw hcCoutrr u>t i ctx vcn? 

r^t, /' cLl t . ; .It.; 

f ' < f V..;, 4 f 


I 7 6 » 0 0 


- vC 

' M:! oi •) 

M * l 


2 ,'V6 f . • 

1/ 3, - - 




t 


•» • ■ -'•it 

■-£ > I «. ! b 


v _ 
/ , 


a 


_ 

DATE *S| I G 1 ~7?- 

RONALD E. YOLKIN 

L h thl^nntirT b ° X th , e '? ft ident,f y the statements on the back 

of this notice that provide further explanations and instructions. 


o 

o, 

o 

3 

o 

O 

/~\ 
v > 

o 

o 

o 


Form 4 * Aft / Pot. I O 7 
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|j DECISION A 248 

j; UNITED STATES DISTRICT COUFT 
| EASTERN DISTRICT OF NEW YORK 


ii In the matter of 

MELVIN LICHT, s No. 67-B-668 

Bankrupt : 

-— -—- x 

Appearances: 

Hahn, Hessen, Margolis & Ryan, Esqs. 
Attorneys for the Trustee in Bankruptcy 

By: Frederick C. Stern, Esq. 

Of Counsel 

Michael Berman, Esq. 

Attorney for Bankrupt 




I 

I * 

On June l, 1967, John Licht, Inc., hereinafter referred 

| 

to as The Corporation, filed a petition for an arrangement pur- 

I 

I 

suant to Chapter XI, Section 322 of the Bankruptcy Act, 11 U.S.Ci. 
|Chapter XI §722. It had been engaged for many years in the 

| 

I wholesale distribution of automobile parts and accessories in 
|Brooklyn, New York. John Licht, hereinafter John, had founded 
the business, was its president and sole stockholder. However, 

! 

! 

for some years prior to the filing, he had not actively managed 

it. His son, Melvin Licht, hereinafter Melvin, the vice-presi- 

'j 

'•dent, was the general manager and operating head of the company. 

I I 
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' J ° hn and Melvin had each guaranteed the obligations of 

j Tha cor P orat i° n to the extent of over $1,000,000. and they 
filed individual petitions for arrangement on June 8. 1967. 
j| neither The Corporation nor the individuals were able to 
! * ffectuate an arrangement with their creditors and they all 
| consented to be adjudicated bankrupts on July 11, 1967. orders 
, to that effect were signed by me on July 12, 1967. 

i Specifications of objection to the discharges of John 

| and Melvin were filed by the trusts on March 6, 1970. The 
ji 8 P ecifica tions filed against Melvin are as follows: 

! 

( l.The bankrupt has committed an offense pun¬ 

ishable by imprisonment as provided under 

j Tltl ® 18 ' United States Code, Section 152, 

in that the bankrupt (a) knowingly and 
J fraudulently concealed from the Trustee 

m Bankruptcy and the creditors of the 
| estate of John L^cht, Inc. (a bankrupt in 

proceedings before this Court) property 
belonging to said estate; and (b) in con¬ 
templation of the bankruptcy proceeding of 
John Licht, Inc. knowingly transferrea to 
himself property of John Licht, Inc., to wit: 

The bankrupt obta_ ed coupons, points, pre¬ 
miums and/or merchandise stamps belonging to 
ohn Licht, Inc. and entitling it to various 
merchandise, and used same to his own benefit 
and account for the acquisition of, among 

hing !!- clothin *' carpeting, living room 
furniture, dining room furniture, television, 
a treewnter, a stereo outfit, a bar and lamps 
lthout paying said corporation consideration 
therefor. 

"2.The bankrupt has committed an offense punishable 
by imprisonment as provided under Title 18. 

Jr. i ted States Code. Section 152, in that, in 
contemplation of the filing of the bankruptcy 





n 

i 


i 


i 


i 


n 


i: 
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of John Licht, Inc., the bankrupt knowingly 
and fraudulently falsified or made a false 
entry xn documents affectinc or relating to 
the property or affairs of said John Licht, 

Inc., to wit: 

(a) Entries representing accounts receivable 
were made in the books and records of John 
Licht, Tnc. for merchandise which was not 
actually sold by it. 

(b) Invoices were created for merchandise 
not sold or shipped by John Licht, Inc. 

(c) Invoices were created for prices higher 
than the actual sales price of merchandise 
sold by John Licht, Inc. 

(d) sales of merchandise of John Licht, Inc. 
were made without proper invoices being cre¬ 
ated or proper entry keing made as to the 

same in the books and records of John Licht,Inc. 

(e) The books and records of John Licht, Inc. 
failed to disclose an account of John Licht,Inc. 
with the Royal National Bank and deposits made 
therein of funds belonging to John Licht, Inc. 

(f) Records of sales made by John Licht, Inc. 
to customers in which the bankrupt had a finan¬ 
cial interest were falsified in that they were 
recorded as made to false or non-existent cus¬ 
tomer names. 

(g) Entries were made in the books of John 
Licht, Inc. representing returns of merchandise 
to said Company, none of which was actually re¬ 
ceived by it. 

(h) Payments received from customers of John 
Licht, Inc. were credited to fictitious accounts. 

(i) The books and records of John Licht, Inc. 
failed to reflect paymencs made to Gloria Takowsky, 
who was employed by it. and who is the sister of 
the bankrupt. 

3. The bankrupt has failed tc keep books of account 
or records from which his financial condition and 
business transactions might be ascertained, to wit: 

(a) Books and records showing his receipts of 
merchandise and/or coupons from John Licht, Inc. 

as set forth in paragraph "1" hereof and the failure 
to reflect the income from said transactions on his 
tax rrturns. 

(b) Records disclosing the source of deposits made 

to the bankrupt's account with Bankers Trust Company. 

(c) Records disclosing the source of bankrupt's 
earnings as deposited in sa .d bank account with 
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Bankers Trust Company for various periods in¬ 
cluding the period from February 9. 1966 to 
March 4, 1966. 

"4. On or about December 31, 1966, the bankrupt 
while engaged in business as an executive 
and a shareholder of WONDERAMA DISCOUNT CITY, 

INC. and EZ FLOW DISPENSER CORP. obtained 
credit from Franklin National Bank for such 
businesses by causing to be made or published 
a materially false financial statement in 
writing in that said statement set forth that 
the bankrupt's assets included a savings 
account valued at $4,000 and mutual funds 
valued at $9,000 against which there appeared 
no liens, encumbrances, charges or security 
interests, whereas in truth and in fact the 
aforesaid assets had been pledged to a bank 
as security for a loan made to the bankrupt 
previous to the date of the said financial 
s ta temen t. 

"5. On or about December 31, 1966, the bankrupt 
while engaged in business as an officer of 
John Licht, Inc. obtained credit for such 
business by causing to be made or published 
a materially false financial statement for 
said business in writing which statement 
purportedly set forth the financial condi¬ 
tion of such business and the assets and 
liabilities thereof, whereas in truth and 
in fact such financial statement understated 
the cash receipts of said business, failed 
to reflect accurately the returns and/or 
credits on merchandise sold by said business 
and failed to disclose as an expense of said 
business r»lary paid to the bankrupt's sister, 

Gloria Takjwsky." 

I 

On March 30, 1971, a year after the specifications were 
filed, John and Melvin moved to dismiss Specification 1 of those 
i against John and 1 and 2 of those filed against Melvin on 

I 

the sole ground that they were insufficient as a matter of law 

il I 

ji since hey alleged offenses which had been committed in the 

[ corporate bankruptcy and not in the individual bankrupted js . 
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I denied both motions and I was affirmed on review by Judge 
Costantino on January 20, 1972. 

After many adjournments, the trials of the specifications 
against both John and Melvin were scheduled for June 9, 1972. 

| The trustee elected to proceed against Melvin first, reserving 
his rights against John until after the decision in Melvin’s 
case. The trial commenced on that day and was continued on 
June 16th, August 9th and 18th, 1972. During the course of the 
trial I dismissed Specification 1(a) which charged Melvin with 
knowingly and fraudulently concealing from the trustee and from 
creditors of The Corporation property belonging to it. 

At the conclusion of the trial counsel requested leave 
to submit memoranda of law and I gave them until October 13, 

1972 to submit and file them. 


On November 2, 1972, the attorneys for the trustee moved, 
■ pursuant tc Rule 15 of the Federal Rules of Civil Procedure, to 
amend the specifications of objection to conform to the proof 
• and evidence. The motion was opposed by Melvin so that the 
preliminary question to be determined is whether this motion 
should be granted or denied. 


* 
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The trustee seeks to amend Specification 1 (b) to add 

the words "and fraudulently to it so that it will read as 
follows: 

" 1 (b) in contemplation of the bankruptcy 
proceeding of John Licht, Inc., knowinglv 
and .fraudulently transferred to himseJ f 

ad°dedf y ° f J ° hn LiGht ' Inc *' to wit:..." (Emphasis 

He also seeks to amend Specification 2(g) to add the 

words "af t e r the filing - to the words "in contemplation of the 

filing" of the bankruptcy of The corporation so that specifics- 
tion will read as follows: 

'2. The bankrupt has committed an offense 
punishable by imprisonment as provided 
under Title 18, United States Code, 

Section 152, in that, after the filing 
of a bankruptcy proceeding by John Licht, 

Inc., and in contemplation thereof, the 
bankrupt knowingly and fraudulently falsi- 
ied or made a false entry in documents 
affecting or relating to the property or 
affairs of said John Licht, Inc., to wit:.." 


"(g) Entries were made in tht books of 
John Licht, Inc., representing returns 
°f merchandise to said Company, none of 
which was actually received by it." 

(Emphasis mine) 

The reason the trustee seeks to amend the specifications 
to conform to the proof is that Melvin, in his post trial memo¬ 
randum, has attacked the original Specifications 1 (b) and 2 (g) .5 
being defective as a matter of law. He contends that l,b) 
Charge, him only with knowingly transferring property of The 







Decision A 254 l 

Corporation to himself while Section 14c(1) of the Bankruptcy 


Act, 11 U.S.C. §32c(l),and paragraph 6 of Section 152 of Title 18 
require that the transfer must be knowingly and fraudulently 
made to bar a discharge. He contends that Specification 2(g) 

l charges him with making false entries in the books of The Corpora- 

|| 

tion representing returns of merchandise which were not received, 
in contemplation of the bankruptcy of The Corporation, when, in 1 

L i 

fact, the entries were made after The Corporation had filed its 

l! 

petition for arrangement. 

j 

It is the trustee's position that the Federal Rules of 

i , 

Civil Procedure are applicable to proceedings in bankruptcy by 

j 

reason of General Order 37 of the General 0rder3 in Bankruptcy 

which provides that: 

l 

"In proceedings under the Act the Rules of 
Civil procedure for the District Courts 
of the United States shall, in so far as 
they are /inconsistent with the Act or 
with these general orders, be followed as 
nearly as may be." 

Thus Rule 15(b) of the Federal Rules of Civil Procedure 
which permits amendments of pleadings to conform to the proof is 
applicable to this bankruptcy proceeding. It provides that: 

"When issues not raised by the pleadings are 
tried by express or implied consent of the 
parties,they shall be treated in all re¬ 
spects as if they had been raised in the pro¬ 
ceedings. Such amendment of the pleadings 
as may be necessary to cause them to conform 
to the evidence and to raise these issues may 
be made upon motion of any party at any time, 
even after judgment; but failure so to amend 
does not affect the result of the trial of 


■‘.v 
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these issues. If evidence is objected to at 

the trial on the ground that it is not within 
the issues made by the pleadings, the court 
may allow the pleadings to be amended and 
shall do so freely when the presentation of 
the merits of the action will be subserved 
thereby and the objecting party fails to 
satisfy the court that the admission of 
such evidence would prejudice him in main¬ 
taining his action or defense upon the merits. 

The court may grant a continuance to enable 
the objecting party to meet such evidence." 

! i 

Melvin opposes the motion strenuously. He takes the 

position first, that the amendments should be denied for lack 

|| 

of diligence on the part of the trustee and second, that the 

!' 

proposed amendments would introduce new claims and would create 

f 

! new * independent specifications in place of those originally 

; “ I 

I pleaded. He points out that the specifications had been filed 

j| 

| some two years before the trial took place and that the trustee 

! 

had had ample information,on which to frame the specifications by 

I 

reason of the extensive examinations which had been conducted by 

! i 

him in 1967 and 1968. Melvin contends that the failure of the 

I trustee to use the word "fraudulently" in Specification 1(b) 

. 

is a fatal defect which cannot be remedied at this time. He 

l j 

cites a multitude of cases and authorities for the propositions 

i(1) that leave to file amended specifications will be denied 

unless made with due diligence and (2) that amendments to 

i . ! 

I specifications will not be permitted to substitute new specifica- 

L, T 

tions for those that had been originally pleaded. i 


i 





il 
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There is no question but that both these legal proposi- 

|j 

tions are correct. However, they are not apposite to this 

!( J 

i motion. In the case at bar Melvin had notice of the trustee's 

ji 

position on both specifications in question long before the 
jj commencement of the trial. ! 


So far as Specification 1(b) is concerned it is evident | 

i | 

that the trustee meant to plead a violation covered by the 

ii 

sixth paragraph of Section 152 of Title 18 which reads: 

ii ^ i 

"Whoever, either individually or as an agent 
or officer of any person or corporation, in 
contemplation of a bankruptcy proceeding by 
or against him or any other person or corpora¬ 
tion, or with intent to defeat the bankruptcy 
law, knowingly and fraudulently transfers cr 
conceals any of his property or the property 
of such other person or corporation"fcha11 be 
fined, fetc.J) (Emphasis mine) 

The original specification left out the words "and 


fraudulently" which made it meaningless since it did not plead 


a violation which would bar a discharge. It was an obvious over¬ 


sight on the part of the person who drew the specification. 


So far as the original specification 2(g) is concerned 
it is evident that the trustee meant to plead a violation of the 


seventh paragraph of Section 152 which reads as follows: 

of 

whoever, after filing/a bankruptcy proceeding 
or in contemplation thereof, knowingly and 
fraudulently conceals, destroys, mutilates, 
falsifies, or makes a false entry in any 
document affecting or relating to the 
property or affairs of a bankrupts (etc.) 

__(emphasis added) 
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10 


II 

I 


It alleges that Melvin in contemplation of the bank¬ 
ruptcy of The corporation made entries of fictitious returns in 
its books. However, the trustee, in answer to the interroga¬ 
tories propounded to him by Melvin’s attorney, made the following 
answer to Interrogatory 11 which asked for "the dates of the 
entries alleged to have been made in the books of John Licht,Inc. 
representing returns of merchandise to it, none of which was 
actually received by it, setting forth thb merchandise alleged 
to have been returned and the value thereof 

"A. 11. The alleged false returns referred to 
are covered by credit memos dated June 
20, 1967 . for the accounts of Essex 
Warehouse Distributors, A & D Auto, 

Midwood Automotive Distributors, H. 

Smith Company, Republic Battery com¬ 
pany* Craft, Universal Bernal,and 
Jade. Invoices which purport to 
represent merchandise returned are 
attached to each of these credit memos. 

All of the foregoing were marked as 
Trustee's Exhibits 1 through 8 for 
identification of July 11, 1967 and 
w ill be made available to the attorney 
for Melvin Licht upon his reouest for 
his inspection." (Emphasis supplied) 

The answers to the interrogatories were served on 
Melvin’s attorney on February 10, 1971 so that it was evident 
to him that the trustee, in Specification 2(g), was relying on 
the fictitious credit memoranda dated June 20, 1967 . -some 
nineteen days after The Corporation had filed its petition for 
arrangement and not on any fictitious credit memoranda issued 

( 

by Melvin in contemplation of The Corporation’s petition. 


¥ 




However, when Melvin's attorney made his motion to dis- 

\ 

miss specifications 1 and 2 he did not include this ground, al¬ 
though it should have been obvious to him, after he received the 

i 

answers to his interrogatories, that there was a discrepancy be¬ 
tween the specification and the answer. He relied on one 
!i ^ , 

ground alone, that the acts complained of had been committed in 
the corporate bankruptcy proceeding and not in Melvin's. If the j 

!i 

former ground had been included in the motion, the trustee would i 

|j 

have moved to correct it at that time, long prior to the trial. 
Instead, the motion was decided on the narrow ground set forth 
therein. ! 

During the course of the trial on specification 1(b) the' 

% 

trustee s position was that Melvin's receipt of the property 
which he obtained through the use of coupons or points issued 

! : 

j! to The Corporation by two of its suppliers defrauded its creditors. 

t! I 

Melvin takes the position that failure to use the words " and i 

I’ ! 

fraudulently" in the specification dooms it. He also takes the 

11 . . . . ! 

position that Specification 2(g) is fatally defective because the 

!l 

trustee proved that the fictitious entries were made after The 

ij 

Corporation filed its petition rather than in contemplation there-!- 

j 

of even though he knew from the answers to the interrogatories 
( j this is what the trustee would rely on in his proof. No- 

i where in Melvin's papers on this motion or in his memoranda sub¬ 
mitted after trial does he allege that he was prejudiced, misled. 


,1 
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rather he relies on the narrow, technical ground that the plead- ’ 

ing is defective and cannot now be amended. 


To accept this argument would be to return to the narrow 
,i and discredited principles that pleadings are an end in them- 
selves and that they must be couched in specific language irre- 

il 

i! spective of the merits of a claim or the proof adduced in its 

!| 

lj support. It would be contrary to the modern view embodied in thjs 

|! 

Federal Rules of Civil Procedure that pleadings are to be liberal- 

’I 1 

! l . I 

!, ly construed to get to the merits of litigation. 


Moore's Federal Practice discusses this modern, liberal 

|i 

view of pleadings in the 2nd Edition, Volume 3, U15.02 at pages 

ij 

j! 813 and 814 as follows: 

lj 


"Rule 15 is one of the most important rules that 
deal with pleadings. It reemphasizes and assists 
in attaining the objective of the rules on plead¬ 
ings; that pleadings are not an end in themselves ; 
but are only a means to the proper presentation of 
a cas e; that at a 11 times they are to assist, not 
deter the disposition of litigation on the merits . 
The rule, when read in conjunction with other tules, 
clearly bears out the forgoing statement. Rule 1 
provides that the rules 'shall be construed to 
secure the just, speedy and inexpensive determina¬ 
tion of every action.' Rule 8(f) states the canon 
of construction 'all pleadings shall be so con¬ 
strued as to do substantial justice' and Rule 61 
states in unmistakable terms that non-prejudicial 
error must be disregarded. 
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" Third, it recognizes that at the trial stage 
pleadings should not be overemphasized . 

Preliminary to the trial, this rule, in con¬ 
junction with Rule 16 with pretrial procedure 
and the formulation of issues, makes it possible 
for the court to have pleadings amended so that 
the real, disputed issues are closely formulated. 

At the trial Rule 15 enables the case to be liti¬ 
gated on the merits. It does this in two ways 
(a) in effect pleadings are automatically amended 
to conform to proof on issues tried by express or 
implied consent, (b) if objection is made to the 
trial of an issue not raised by the pleadings 
an amendment is to be allowed unless the object¬ 
ing party can show he would be actually prejudiced 
(Emphasis in original) and even in that rase the 
court may permit the amendment and grant a con¬ 
tinuance, so that the objecting party can meet the 
new issue, and thus obviate the prejudice which 
he would suffer if obliged to litigate the issue 
at that time. The sporting elemeit in litigation 
is eliminated ." (Emphasis added except where noted). 


The principles enunciated above have been followed con 
sistently by the courts.in In re Schlesinger 31 F.2d 789, aff'd 
36 F. 2d 191, the court stated the following at page 791: 

"The right of a creditor to amend his specifications 
in opposition to a bankrupt’s discharge is a 
valuable right, and should be freely granted in the 
interest of justice. In re Carley (C.C.A.3d Cir.) 

117 F. 130. To have refused the right in this case 
would have bren in the interest of injustice. The 
original specifications, while not presenting 
specification 5 in terms, in their general nature 
called for and developed the very factr on which 
Specification 5 was based, and to have denied the 
creditors the right to amend their pleadings bo as 
to specifically charge against a bankrupt the facts 
which his own testimony disclosed, would have been 
a great abuse of judicial discretion." 

Judge Augustus N. Hand, in the case of In re Finder. 


61 F.2d 960, at page 961, held as follows: 
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While there was ample ground for allowance of 
the motion to amend the sixth specification, 
we think such a motion was really unnecessary. 

The bankrupt was suf fic iently warned 

d Sixth o f the charoe 
were rina ll Y p roved against him . 
principal facts (including che allegations of 
intent to hinder, delay and defraud creditors) 
were piainiy set forth in these specifications. 
Whether the purchase and use of a round-trip 
ticket and the withdrawal of funds for the 
Florida excursion involved a 'transfer re¬ 
moval, destruction' or 'concealment' was largely 
a question of law. That the objecting credi- 

^ Cha S CteriZed the transact i°ns as transfers 
rather than removals, destructions, or conceal- 

the nron t0 PreSent in his specifications 

the proper theory for barring the discharge was 

not a fatal variance. The specifications mav 
be deemed amended so far as necessary to confirm 
to the proof" (Emphasis mine) 
of 

Again, in the case/ in re Adler 79 F. 2d U40, Judge 
Hand permitted specifications of objection to be amended to con 
form to the evidence and proof. He said,at page 842: 

1 le gation in the specification that the 
$900 note was delivered to Goldstandt by the 
bankrupt in October. 1932. instead of August. 

1932, and that the order garnishing her salary 
was made in November. 1932, instead of September 

* Was nct strictl y proved, but the 

proof adduced was not a fatal variance and the 
s pecification .should be r e garded as an^H «■„ 

? rTn , 1 t ° p t -^ ? ££2£f- In r « Finder (C.C.A., 2d 
Cir•>» 61 F. (2d) 960." (Emphasis added) 

In the case at bar, Melvin was sufficiently apprised 
Of the charges which he would have to meet in the specification, 
of objection filed against him. The answers to his interroga¬ 
tories gave him the particulars on which the trustee would rely 
in proving specification 2(g). N o objection was made, at the 
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trial, to the introduction in evidence of the fictitious credit 
memoranda 1., August 9, 1972, pp. 26-37) and it was obvious, 
by their dates, June 20, 196/, that they had been issued after 
The Corporation had filed its petition for an arrangement and not 
in contemplation thereof. He had had ample time to prepare 
his defense to the specifications and was not surprised by the 


trustee's proof. 

The trustee'8 motion to 

proof and evidence and to amend 

is granted. IT IS SO ORDERED. 

Dated: Brooklyn, New York, 
April 1973 


I 

1_ 


conform the pleadings to the 

f 

the specifications of objection 
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DECISION ON THE SPECIFICATIONS 
OF OBJE CTION TO DISCHARGE 

Melvin was the only witness called by the trustee at 
that trial. He testified that: 

He was thoroughly familiar with all aspects of The 
corporation's business which had been founded by his father 
some fifty years before. He had started working there in>19 49 , 
was put in charge in 1950 when John went to Florida and had ! 

managed it continuously from that time until it was adjudicated i 

a bankrupt except for a period of two years when he was in the 
military service (S.M.. June 16. 1972, pp. 37 and 38). f 

During the entire period of his management The Corporation j 
was financed by means of large bank loans which it had to pay 
off periodically. it 4,ad done business with Bankers Trust 

l 

Company until about 1965 or 1966 when it transferred its > 

account to Franklin National Bank, hereinafter Franklin,which j 

loaned it $425,000, on an unsecured basis, due on November 1, t 

1966. Prior to the due date the bank insisted that the loan j 

be paid when due and remain off its books for a period of thirty j 

days, after which, it indicated that it would grant a new loan 
The Corporation for the same amount or more (S.M., June 16, 

1972, pp. 43-45). m order to pay off the loan he purchased j 

large quanties of merchandise, on behalf of The Corporation, J 

from the A. c. Division of General Motors, hereinafter AC, 


a 


J 
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The Westinghouse Company, hereinafter Wrstinghouse, and the 

\ 

General Electric Company hereinafter General Electric, on 

extended billing terms of one hundred and twenty days which 
to 

he sold/The Corporation's customers at. cost or below to raise 
cash quickly (S. M., June 9, 1972, pp 85-96; June 16, 1972, 
pp. 107-111) . The Franklin loan was paid off by November 1, 

1966 and he anticipated that it would grant a new loan to 
The Corporation in excess of $425,000 on November 30, 1966. 

On that day he was told by an officer of the bank that a loan 
of only $20 000 would be made due to the fact that the news¬ 

papers had reported that Admiral Automotive Company, a large 
customer of The Corporation which owed it a substantial sum of 
jinoney and some of whoso notes it had discounted with Franklin, 

t 

had been charged with receiving a carload of stolen merchandise. 
(S. M., June 9, 1972, pp. 109-111; June 16, 1972, pp. 45 and 46) 


The refusal of Franklin to lend The Corporation the 
additional $225,000 created financial problems for it since he 
had anticipated using these funds to pay for the merchandise 
it had bought on extended billing and had sold in order to pay 




off the Franklin loan. (S.M.,June 9, 1972, p. 83; June 16, 1972, 
p. 92). In addition, AC, one of its major suppliers, refused to 
xtend any further credit to it in November, 1966 and stopped 
shipping it merchandise.(S.M., August 9, 1972, p. 13). 


j 
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The Corporation had been a large distributor of AC produci 
for many years. This company had a system of rebates under whid 
it gave its distributors an additional discount of 10*, over and 
above its regular discount, on merchandise which they sold to 
customer designated by it as wholesale accounts. The distribu¬ 
tors, including The Corporation, were not restricted in their 
sales of AC products but they would not get the additional 10* 
discount on AC merchandise sold by them to non-designated 
accounts.(S.M., June 16, 1972, pp. 135-139; August 9, 1972, pp. 
62-64) 


s 


Many of The Corporation's costomers were the so-called 

designated accounts, however, it sold a great deal of AC merchan- 

\ 

dise to non-designated accounts on which it would not be entitled 
to the additional discount. In order to get the extra 10* dis¬ 


count on these sales he would have The Corporation make out in¬ 
voices to designated accounts for AC merchandise which would be 
sold to non-designated accounts by means of what he called "pro¬ 
invoicing". This was the creation of fictitious invoices to 
designated accounts prior to the receipt of the merchandise from 
AC. On receipt of the merchandise it was sold to non-designated 
accounts which were billed for it. The books of The Corporation 
would reflect the fictitious sales to the designated accounts 
while the actual sales would be entered on sheets of paper kept 
on a clipboard and when payment therefor was received it was 
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credited to the designated accounts to which they had been 

charged. in this way, the sales to the non-designated accounts 

were concealed from the AC auditors who checked The Corporation's 

books periodically (S.M.,June 16, 1972, pp. 136-147; August 9, 

1972, pp. 86-97). 

In October, November or December, 1966, The Corporation 
had "pre-invoiced" about $120,000 worth of AC merchandise to 
various designated accounts, among which were; Midwood Auto 
Distributors, Harry Smith, Essex Warehouse, Jade, A&D, and 
Craft. (S.M., August 9, 1972, pp. 3-12). Due to the fact that 
AC had cut off The Corporation's credit these charges remained 
on its books even though no merchandise of any kind had been 
shipped to any of its customers to cover them (S.M., June 9,1972, 
pp. 103-104). 

The Corporation continued to have financial difficulties 
in January and February, 1967, particularly with AC, Westing- 
house and General Electric to which it owed very substantial sums 
of money. In addition, in August, 1966, in order to raise 
money to pay off the Franklin loan, he had given five notes 
of The Corporation, signed by him in blank, to one Sy Lichten, 
the principal of Admiral Automotive Company (Admiral) . They wer<s 
accomodation notes which were to be filled in by Lichten for a 
total of $100,000 and discounted by Admiral which was to turn 
the money over to The Corporation. Two weeks thereafter he 









*_• A 



Decision 


A 26 7 


was told by Lichten that hdmirul had not been able to discount 
the notes and when he asked for their return he was told that 
they had been destroyed. However, in January or February of 
1967. he was informed byjFranklin that the first of this series 
of notes had been presented for payment and that there were 
insufficient funds rn The Corporation's account to pay it. 

(S. M., June 16# 1972, pp. 89-95). 

Because of The Corporation's financial difficulties 
he commenced negotiations in February. 1967. with Transameric. 
Financial Corporation..hereinafter Transamerica. a finance 
company, for additional financing. on March 1. 1967. The 
Corporation entered into an agreement with Transamerica whereby 
it mortgaged its real estate, assigned its inventory and accounts 
receivable and agreed to finance its future accounts receivable 

with it in exchange for a loan to it by Transamerica of $400,000. 
(S. M., June 16, 1972, pp. 76 - 79 ). 

This was not enough to pay The Corporation's main suppli¬ 
ers the amounts which it owed them. Among others, it owed AC 
over $300,000 and Westinghouse over $120,000 so that it would 
be necessary for The Corporation to get an extension of time to 
pay them. In order to accomplish this he first communicated 
with AC's metropolitan area general sales manager and made a 
proposal to him whereby The Corporation would pay the account 
over a period of time while paying for all new business on a 
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current basis. AC accepted his proposal on condition that he r 
his wife, his father and mother guarantee the account. They 
executed the guarantees on March 9, 1967, and AC again started 
doing business with The Corporation. During this time he 
communicated with Westinghouse and made the same proposal to it. 
Westinghouse accepted it provided The Corporation gave it a 
series of notes, payable monthly, for $3,000 each, endorsed by 
him and his father. This series of notes was executed on March 
6 , 1967 and endorsed by them (S.M., June 16, 1972, pp. 51-59 
and bankrupt's Exhibit C). 


The Corporation continued to have financial difficulties 
which were aggravated by the demand on it to pay the $100,000 
in accomodation notes which it had executed in Admiral's favor 
for which it had received no consideration. So, in spite of its 
receipt of $400,000 from Transamerica and its having obtained 
extensions of time to pay the AC and Westinghouse accounts, he 
consulted Michael Berman, Esq., an insolvency expert, sometime 
in May 1966, concerning its affairs. Mr. Berman, who repre¬ 
sents The Corporation, John and Melvin in their proceedings in th 
Court, caused an audit of The Corporation's books to be made by 
Leon I. Radin & Company, certified public accountants, after 
which meetings of creditors were called which resulted in the 
filing by The Corporation of a petition for arrangement or. June 
1, 1967 (S.M., June 16, 1972, pp. 128-132) John and Melvin had 
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guaranteed the accounts of many of its suppliers and they filed 

> 

individual petitions for arrangement on June 8, 1967. Neither 
The Corporation nor the individuals were able to propose a plan 
and they all consented to be adjudicated bankrupts on July 11, 
1967. 

SPECIFICATION lib ) 

Two of The Corporations' suppliers, the Thermoid Division 
of the H. K. Porter Company, hereinafter Thermoid, and AC had 
sales promotion plans to increase the sales of their products. 

The AC plan had been in existence for about twenty years and 
The Thermoid plan for about five years prior to The Comporation'■ 
bankruptcy. Under these plans The Corporation could either 
earn points, premiums or coupons or purchase them at a discount, 
depending on the volume or type of business which it did with 
these suppliers. The points could then be redeemed for almost 
any type of merchandise through representatives designated by 
them (S.M.,June 9, 1972, pp. 5, 19-28). The value of these 
points or premiums was not insubstantial. For the five year 
period prior to 1967 The Corporation received points valued at 
between $50,000 and $£0,000ia year which were to be given to its 
sales employees or its customers to stimulate the sales of 
Thermoid and AC products. (S.M., June 16, 1972, p. 38; June 9, 
1972, pp. 22-29). 
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Melvin admitted that he had taken points valued at 
$15,000 from The Corporation during the two year period prior 
to June 1, 1967 which were used by him in furnishing his home, 
for wearing apparel and other items. He admitted using the 
points to get a vacuum cleaner, furniture of various kinds, 
carpeting, linens, a camera, clothing for himself and his family, 
an electric built-in oven, a radio and stereo components in the j 
period from January 16, 1966 through April 28, 1967. (S.M., 

June 9, 1972, pp. 5-19, 29-49; June 16, 1972, pp. 8-19 and 
Exhibits 1, 2, 3, 4, 5, 7, 11, 16, 17, 18, 19, 20, 21, 22 and 23) 

Melvin contends: First, that at the time he took the 
coupons from The Corporation in order to get the merchandise 
covered by the esdiibits referred to above hs did not expect 
it to go into a bankruptcy proceeding; that he was doing every¬ 
thing within his power to keep it going including factoring with 
Transamerica and the execution of guarantees by himself and his 
wife which resulted in the loss of their home so that these acts 
were not done "in contemplation"of The Corporation's bankruptcy; 
Second, that the points were taken by him as "additional compen¬ 
sation" for the services which he was rendering to The Corpora¬ 
tion in view of his small salary of $150 per week and that he 
had made an arrangement with the Internal Revenue Service for 
the payment of additional income taxes on their value. 










Peels ton 


------ 

In support of the first contention he testified, under 
questioning by his attorney, on June 16, 1972, as follows, at 
page 43: 


"Q Mr. Licht, I show you Exhibits 1,2,3,4, 
5,7,11,16.17,18,19,20,21,22, 23 and 
ask you to look at each of these exhibits 
and tell the Court, at the time you 
ordered the merchandise set forth on 
those exhibits did you as the general 
operating principal of John Licht, Inc., 
contemplate it going into a bankruptcy 
proceeding? 


"A No. No, I did not contemplate it. 

"Q Look at them all and carefully consider it 

before you answer. 

"A At no time when I ordered these did I 
contemplate going into bankruptcy." 

Again, in that same transcript he testified as follows, 
at pages 127 and 128: 

"Q Mr. Licht, was your wife liable for any 
obligations of John Licht, Inc. prior 
to the execution by her of the guarantee 
which is Bankrupt's Exhibit C? 

"A No, she wasn't. 

(sic) 

"Q Can you tell us wherein/your mind in 
March of 1967, after you had obtained 
a $200,000 loan from Franklin Bank and 
a $400,000 loan from Transamerica, did 
you think that you would be able to 
continue your business and pay your 
debts? 

* 


A 


Yes, I did. 
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“0 Did you at that time contemplate going 

into any bankruptcy proceeding? 

"A None whatsoever. 

"Q When was the first time that you considered 
bankruptcy at all? 

"A The end of May, when I came to you and — 

"Q That was the beginning of May. 

"A Oh, beginning of May. I'm sorry. 

"Q Yes. 

"A The beginning of May. And your account¬ 
ant came in and went over my books, which 
were far behind due to the illness of my 
accountant, and when I saw the true light 
we realized how bad things were. 

"Q And prior to that time, you didn't know 
actually what your real financial con¬ 
dition was? 

\ 

"A No, I did not." 


It was only after vigorous cross examination that he 
admitted that it might have been as early as the last week in 
April, 1967 that he consulted Mr. Berman after which there was 
an audit of The Corporation's books which revealed its true 
condition. (S.M., June 16, 1972, pp. 129-131). As a matter of 
fact he testified, at page 132, that the purpose of the audit 
was "to see what we were doing before we had any thought of 
going to creditors. We had first to find out the condition 
I was in before we had any thought of going to creditors^' 


(Emphasis mine) 
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At one point in his testimony he went even further than 
his attorney expected on the question of "contemplation of 
bankruptcy" when he testified, at pages 85 and 86 of the trans¬ 
cript of August 9, 1972, as follows? 


"Q When is the first time you contemplated 
bankruptcy? When I say "you" again I 
am referring to the corporation. When 
did John Licht, Inc., or you, for John 
Licht, contemplate bankruptcy? 

"A. July 11, 1967. 

Q Well, now, no t no. You filed a petition 
for an arrangement in June, didn't you? 

You called a meeting of creditors early — 

I believe it was early in June or late 
May. 

"A I didn't contemplate bankruptcy even then. 

"Q What did you hope to do? 

"A I hoped to continue on, and hold on to what 
I had. 

"Q You hoped to work out a settlement with 
your creditors? 

"A Yes." 

This point is rfcgued vigorously by Melvin in his 
post trial memorandum. At page 13 thereof we find the following: 

"6. The bankrupt did not contemplate 
bankruptcy for John Licht, Inc. 
until M ay, 1967 and even at that 
time he hoped to be able to work 
out an arrangement with the credi¬ 
tors of John Licht, Inc. which would 
enable him to continue the operation 

of its business."(Emphasis mine). 

* 







Decision 


A 274 



-ft 

The May date is important because Mqlvin used The i 

■. * 

' > 

Corporation’s AC coupons to order the last -two items on April I 

* I 

20 and 28, 1967. They consisted of a Fisher stereo amplifier j 

for 50,130 points, ordered on April 20, 1967 and marked Trustee's 

t 

Exhibit 22 and a Dual turntable with base, a cartridge and a » 

Fisher Multiplex for 84,562 points, ordered on April 28, 1967 
and marked Trustee’s Exhibit 23. The question is, when he 
ordered these stereo components did Melvin contemplate that 
The Corporation would file a bankruptcy proceeding? r 

The answer must be yes. An examination of the petition * 

I 

for an arrangement filed in this Court by The Corporation reveals r 
that it was obviously prepared in April . 1967. it was ostensi- \ 
bly executed on June 1, 1967 but all of the dates were originally j 

typed in as April, crossed out, and changed to June. The i 

f 

corporate secretary's certificate, signed by Melvin, alleges 

that on April 19, 1967 the Board of Directors deemed "it de- jj 

sirable and in the best interests of this corporation, that a f 

petition be filed proposing an arrangement under the provisions 

of Chapt er XI of the Bankruptcy Act , and that either John Licht 

as president, or Melvin Licht, as vice president, be and either 

one of them are hereby authorized to execute all necessary 

papers for that purpose." it went on to authorize the retentior 


of "Michael Berman, Esq., of 55 Liberty Street, New York, New 
fork, for the purpose of filing the said petition for an 
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128 


3rra ngement , and to take all necessary steps to carry out the 
same." (Emphasis mine). 

It is evident therefore, that Melvin must have consulted I 
Mr. Berman concerning The Corporation's financial problems prio r 
to April 19, 1967 after which they must have come to the con¬ 
clusion that it would be necessary for The Corporation to seek 
relief under Chapter XI of the Bankruptcy Act. Melvin must have 
known what its financial condition was at the time The Corporate 
Resolution was executed. In my opinion, his testimony that he 
did not know what its financial condition was until after the 
audit by Leon I. Radin and Company is palpably untrue because 
the audit was as of April 25, 1967 . some six days after The 
Corporation had been authorized to seek relief under the Bank¬ 
ruptcy Act. The report prepared by the accountants was marked 
Trustee's Exhibit 25 and it shows that The Corporation was 
hopelessly insolvent. It had assetsof $666,347.58 against 
liabilities of $1,528,860.09 for a capital deficiency of 
$862,512.51 and that it had suffered a net loss of $647,647.76 

t 

in the four month period from January 1, 1967 to April 25, 1967. * 

i s inconceivable to me that as the general manager of The 
Corporation, in complete charge of its operations, that Melvin 
did not know that its financial condition was desperate when he 
consulted Mr. Berman and that he learned of it only after the 
audit. If his testimony to that effect is true why was The 
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Corporate Resolution adopted on April 19, 1967, six days befor e 
it was completed? When Melvin ordeaad the stereo components on 
April 20 and 28, 1967 (Exhibits 22 and 23) he knew that The 
Corporation was going to file a petition for an arrangement and 
they were ordered "in contemplation" of that filing under the 

I 

Bankruptcy Act. 

I come now to Melvin's second contention, that the pointn 
were received by him as "additional compensation" for his ser- j 
vices to The Corporation in view of his salary of only $150 per 
week and that he had made arrangements to pay additional taxes 
on their value (S.M., June 16, 1967 pp. 38-42). Although 
Melvin ostensibly drew only $150 a week as salary from The 
Corporation he received at least one additional fringe benefit 
The Corporation supplied him with a Cadillac car which it rented 
for his use. (S.M., Aug. 18, 1972 pp. 39 and 39). He admitted 
that the value of the points which he received from The Corporation 
in 1966 and 1967 was not reported by him in his income tax re¬ 
turn for those years (S.M., June 16, 1972 pp. 63-65) He testi¬ 
fied that he considered them in the same category as the trad¬ 
ing stamps he would get for purchasing gasoline at a service 
station and that he did not consider them as income since he did 
not receive cash (id., p. 65). He admitted, however, that When 
he was examined in 1967 he had testified that the points were 
taken by him as compensation for his services and that there wat 
disc u ssion of a possible tax liability on hi s pa rt, (id., pp. 
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68 and 6S). In spite of that, when he prepared his 1967 tax 
return, in 1968, he did not include this "additional compensa¬ 
tion" therein and it was only after the trustee's attorney* 
notified the Internal Revenue Service of his testimony and he 
was called in by it sometime in 1972 that he consented to an 
audit change which increased his reported income for 1966 and 
1967 by $8,605 and $7,825 respectively and increased his tax 
liability for those years by $2,465.67 and $2,345.76 (id. pp. 
69-74 and Bankrupt's Exhibit A). 

I do not believe his testimony that he did not know that 
he was required to include the value of the coupons in his 

income tax return if, in fact, it was "additional compensation." 

\ 

Melvin is a shrewd, sophisticated, businessman who, by his own 
admission, operated a business which involved hundreds of thou¬ 
sands of dollars. He is not a poor wage earner who might not 
know that he was required to report, as additional income, some 
minimal premiums which he might have received. The "additional 
compensation” Melvin received in this manner was over $8,000 in 
1966 and almost $8,000 in 1967, which ia more than he waa 
supposed to be earning as salary from The corporation in those 
years. 


In my opinion, Melvin knowingly and fraudulently trans— 
fered to himself the points necessary to obtain the stereo 
components • covered by the orders of April 20 and 28, 1967 
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(Exhibits 22 and 2 3) at a time when he had decided, as the 

operating officer of The Corporation, that it should file a 
petition for an arrangement pursuant to Chapter XI of the 
Bankruptcy Act. These components could hardly have been for 
his own use for he had ordered two turntables, two cartridges 
and a Fisher stero multiplex for a total of 109,814 points on 
December 6, 1966, less than four months before, which were de¬ 
livered to him (Exhibit 19). The orders represented by Ex¬ 
hibits 22 and 23 were his way of divesting The Corporation of 
the value of the points and syphoning it to himself, a course 
of action in which he was evidently successful since he testi¬ 
fied that when it was adjudicated a bankrupt it had no points 
left (S. M., August 18, 1972, p.31). 

Specification 1(b) is sustained so far as the coupons, 
points, premiums or merchandise stamps necessary to obtain the 
stereo components ordered by Melvin on April 20 and 28, 1967, 
marked Trustee's Exhibits 22 and 23, are concerned. 

SPECIFICATION 2 

Melvin freely admitted that he had caused: 

(a) entries representing accounts receivable to be made in the 
books and records of The Corporation for merchandise which was 
not sold by it (S. M., August 9, 1972, pp. 3-10); (b) invoices 

to be created for merchandise not sold or shipped by The Corpora¬ 


tion (S. M.# June 16, 1972, pp. 98-101; August 9, 1972, pp. 14-1 
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(c) invoices to be created for prices higher than the actual 
sales price of merchandise sold by The Corporation (S.M.. 

August 9, 1972, pp. 18 and 19) and (d) sales of merchandise 
of The Corporation to be made without proper invoices being 
created or proper entry being made as to the same in the 
books and records of The Corporation (S. M., August 9, 1972, 

PP- 3-19). However, he testified that all of these things 
were part of his method of "pre-invoicing" AC merchandise and 
that The Corporation had conducted its business for"forty years" 
in this manner so that these acts were not done"in contemplation 
of The Corporation’s bankruptcy (S. M., June 16, 1972, pp. 100- 
101; August 9, 1972, pp. 77-83). 

Paragraph 7 of Section 152 of Title 18, U. S. Code 
requires that the acts charged therein be done either "after the 
filing of a bankruptcy proceeding or in contemplation thereof" 
in order to bar a bankrupt’s discharge under Section 14c(l) of 
the Bankruptcy Act. 11 U.S.C. §32c(l). m view of Melvin’, 
testimony that the books of The Corporation had been falsified 

for "forty years" Specifications 2(a), (b), (c) and (d) must 
be dismissed. 

Specification (e) charges that The Corporation's books 
and records failed to disclose an account in the Royal National 
Bank. The trustee submitted no proof on this specification 
and it is dismissed.(S.M., August 9, 1972, pp. 19-22). 


I 

f 

t 

( 

I 

i 

j 


t 

i 
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Specification (f) charges that records of sales made by 

The Corporation to customers in which Melvin had a financial 

.«* 

interest were falsified in that they were recorded as made to 
false and non-existent customer nan:ai>. The only evidence 
adduced by the trustee thereon was that Melvin had an interest 
in a company known as Wonderama Automotive Discount City to which 
The Corporation sold merchandise which it billed under the name 
of NBC. Melvin testified that he caused The Corporation to 
bill it under this name rather than Wonderama, to hide, from his 
suppliers, the fact that it was selling to a corporation in 
which he had an interest.(S. M., Auqust 9, 1972, pp. 21-25). 

Here too, there is no proof that the falsification of The Corpora¬ 
tion's books was done "in contemplation" of its bankruptcy and 

\ 

it is dismissed. 


Specification 2 (g) charges Melvin with causing entries 
to be made in the books of The Corporation, after it had filed 
its Chapter XI petition in this court, of returns of merchandis* 
which were not actually received by it. It concerns itself 
with the "pre-invoiced" accounts referred to at page 19 of 


this opinion aggregating some $120,000 which Melvin caused to 
be put on The Corporation's books in October, November or 
December, 1966 for which J.t had not received merchandise from 


AC and which remained thereon until June 20, 1967 when he 
issued credit memoranda to the customers named therein to wipe 




> 
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them off its books. 

He admitted that the invoices creating the accounts in 
the first place were fictitious and that when he ordered the 
credit memoranda to he issued they were for merchandise which 
was not returned to The Corporation (S.M., June 16, 1972, p p. 
98-j.Ol; August 9, 1972, pp. 26-46 and Trustee's Exhibits 26 
through 38). He went so far as to testify that he just made up 

credits out of his head just as the invoices had been (S.M., 
June 16, 1972, p. 101). 

It is significant to note that two of the credit memo¬ 
randa, Trustee's Exhibit 26 and 30, for $21,000 and $18,215.91 
respectively, were issued to companies which employed Melvin 
after the liquidation of The Corporation in bankruptcy. They 
were, Essex Warehouse Distributors where he had been employed 
for four and a half years at the time of the trial of the 
specifications and Republic Battery which employed him immedi¬ 
ately after The Corporation was adjudicated (S.M., June 9, 1972 
P- 4). 

The trustee proved all of the elements required by the 
seventh paragraph of Section 152 of Title 18, to wit, that: 

1. The Corporation had filed a bankruptcy proceeding, 
its petition for an arrangement, on June 1, 1967. 

2. On June 20, 1967 Melvin knowingly and fraudulently 
caused the credit memoranda to be issued aggregating some 
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. ;> 

$ 120 , 000 . 

3. He knew that no merchandise listed in the credit 
memoranda had been or would be returned to The Corporation. 

4. The entries in these documents were false. 

5. They affected and related to The Corporation's 
property. 

Specification 2(g) is sustained. 

Specification 2(h) also arises out of the "pre-invoicing 

|l 

of AC materials. It charges Melvin with crediting payments re¬ 
ceived by The Corporation to fictitious accounts. He admitted 
that he had ordered this done. (S.M., August 9, 1972, pp 46-48) 
but he contends that this practice had been in effect long 
prior to the filing under Chapter XI and was not done "in con¬ 
templation" of the bankruptcy of The Corporation. This speci¬ 
fication must be dismissed for the same reason that Specifica¬ 
tion 2(a), (b), (c) and (d) were dismissed. 

Specification 2(i) charges that the books and records 
of The Corporation failed to reflect payments made to his 
sister Gloria Takowsky, who was employed by it. This specifica¬ 
tion involves merchandise which Mrs. Takowsky received through 
the AC premium point program. When Melvin was Questioned about 
it on September 22, 1967 he testified that his sister received 
it as compensation for her services. However, during the 












course of the trial on the specifications, he testified that she 
paid The Corporation in cash for it. (S. M., August 9, 1972, pp. 
49-62). He explained the inconsistency in his testimony by 
saying that he had discussed the matter with her between 1967 
and 1972 and that she had told him that she had paid for the 
merchandise which she had gotten with the points. 

I do not believe the testimony which Melvin gave on this 
specification. I cannot conceive of his not knowing that his 
sister was paying for the jewelry and clothing which she was 
9 e tting with the AC coupons if, in fact, she was paying The 
Corporation for them. It seems to me that they would have 
discussed it and that she would have told him that she was 
paying for them in cash long prior to his testimony in 1967. 
Also, Melvin was in complete charge of The Corporation's 
operations and he would have been told by the bookkeeper or some 
other employee that Mrs. Takowsky was paying for the points. 

It is more likely that Melvin gave them to her without any pay¬ 
ment since this was a family business in which sne assisted. 
However, there is no proof that the failure of The Corporation'i 
books to reflect the payments to her was "in contemplation" of 
its bankruptcy so that this specification must be dismissed. 








SPECIFICATION 3. 


This specification charges Melvin with failure to keep 
books of account and records from which his financial condition 
and business transactions might be ascertained as recruired by 
Section 14c(2) of the Bankruptcy Act, 11 U.S.C. 32c(2). The 
proof adduced on this specification was not sufficient to sustair 
it- In re Halpern , 262 F. Supp. 271; In re Leichter . 197 F. 

2d 955, cert, denied, sub nom Dv’orsky v. Leichter , 344 U.S. 914. 
As a matter of fact, the trustee did not discuss this specifica¬ 
tion or Specifications 4 and 5 in his post-trial memorandum. 

SPECIFICATIONS 4 and 5 

Specification 4 charges that Melvin, while an officer 
and executive of Wonderama Discount City, Inc. and E.7.Flow 
Dispenser Corp., obtained credit from Franklin for them by 
issuing a false financial statement in writing. 

Specification 5 charges that while an officer of The 
Corporation, he obtained credit for it by issuing a false 
financial statement in writing on its behalf. 

There was no proof, on either specification, that there 
was any reliance on these financial statements l>y Franklin or 
any creditor. The proof on both of them fell far short of that 
necessary to sustain them. Morimura, Arai & Co., v. Taback . 








• f 


131 F. 2d 876» 


279 U.S. 24. Schapiro v. Tweedie Footwear Cotp 

> . 

Specifications 4 and 5 are dismissed. 

I have sustained Specification 1(b) and 2(g) so that 
Melvin s discharge must be denied. i am cognizant of the ad¬ 
monition that the Bankruptcy Act must be liberally construed in 
favor of the bankrupt and that it was the intent of Congress to 
give the honest debtor an opportunity for a fresh start. Local 

Ipan v . Hunt , 292 U.S. 234; Jones v. Gertz . 121 F. 2d 782; 

. 151; 

Roberts v. Ford a nd Son , 169 F. 2d/ In re Leichter . supra ; in re 

Tabibian, 289 F. 2d 793. Is Melvin the honest debtor who shoulc 

I be the recipient of this beneficent policy which allows him to 

get a new start i.'n business and in life free from his debts? 

Melvin is a bankrupt who admitted, on the trial of these 
specifications, that during his entire business career he 
caused The Corporation to"pre-invoice'' AC merchandise. "pre- 
invoicing' was his euphemism for falsifying The Corporation's 
books in order to obtain an additional discount of 10% from this 
supplier. At no time did The Corporation's books accurately 
reflect the AC transactions recorded therein. He also admitted 
that after he falsified his accounts receivable to the extent of 
some $120,000 in October, November, or December, 1966 by the 
preparation of fictitious invoices for merchandise which he 
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never received from AC* he assigned all his accounts receivable, 
including the fictitious ones, to Transamerica, on March 1, 1967 
as partial security for the $400,000 loan without informing it 
that the fictitious accounts were worthless. He admitted fur¬ 
ther, that when he consulted Mr. Berman he did not toll him 
or Leon I. Radin & Company, the certified public accountants 
retained by him to make an audit of The Corporation's books, 
that it was carrying $120,000 in fictitious accounts receivable 
therein. He was silent while the accountants examined the 
books and prepared their report as of April 25, 1967 which was 
shown to The Corporation's creditors at meetings called by Mr. 
Berman to attempt an adjustment of its financial difficulties 
which contained a figure for accounts receivable which was in¬ 
accurate by $12 J, 000 (S.M., June 16, 1972, pp. 131-135 and 
Trustee's Exhibit 25). His explanation was that he "didn't 
know what the total amouni. was." (id. p. 133). The same in¬ 
flated figure $426,481.85 for its accounts receivable was 
used by The Corporation in its summary of assets and liabilities 
attached to its petition for arrangement which was signed by 
Melvin. it was only when The Corporation's adjudication was 
imminent that it occurred to him that these fictitious accounts 
should be eliminated by the issuance of the credit memoranda 
which were the basis for Specification 2(g). 
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During the course of the trial on the specifications of 
objection I was able to observe his demeanor on the witness 
stand. His testimony contained many inconsistencies, some of 
which I have referred to in this opinion. He impressed me as 
j a person who would do anything or say anything which was ex- 

I) 

pedient at the moment irrespective of its accuracy. He is 
hardly the honest debtor who is entitled to the consideration 

ji 

and compassion referred to in the cases cited above. In my 
opinion the following quotation from the case of Pa ton v.Bmvlsnd 
462 F. 2d 1099, 1100 is applicable to the case at bar. 

"....the court, over the years, has frequently 
pointed out that the Congressional solicitude 
is limited to, and the prophylactic benefit of 
a discharge is exclusively reserved for, ’the 
honest and unfortunate deb'or....* The pur¬ 
pose being to afford him 'a new opportunity 
■*- n life and a clear field for future effort 
unhampered by the pressure and discouragement 
of a pre-existing debt'. Local Loan Co. v 
Hunt, 292 U.S. 2?4, ?44, 54 S. Ct. 695, 699, 

78 L. Ed. 1230 (1934) . There can be nn 
of the newer of conn roc. c f-n Hi 


tween the worthy and unworthy debtor with 


pect to the matter of discharge . Hanover 
National Bank v. Moyses, 186 U. S. 181, 192, 

22 S. Ct. 857, 46 L. Ed. 1113 (1902) 

(Emphasis mine). 

The bankrupt's discharge is denied. Settle order within 


ten days hereof. 

Dated: Brooklyn, New York 
!/*,<. / 1973 




Manuel J. price 
Referee in/Bankruptcy 
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1* Since 1950 Melvin Licht (Melvin) was vice-president 
and general manager of John Licht. Inc.. (The Corporation) which 

had been founded by hie father. John Licht (John), many years 
before. 

2. The Corporation was a large wholesale distributor 
of automobile supplies and accessories in Brooklyn, New York. 

3. In 1965 or early 1966 The Corporation borrowed 
$425,000 from Franklin National Bank (Franklin), on an unsecured 
basis, due on November 1, 1966. 

4. When the loan came due Franklin insisted that it be 
paid and that it remain off its books for thirtydays, after which, 

it indicated that it would grant a new loan for at least the samn 
amount. 

5. in order to raise cash to pay off the Franklin loan 
The Corporation purchased large quanities of merchandise from th a 
AC Division of General Motors (AC), The Westinghouse Corporation 
(Westmghouse) and General Electric Company (General Electric) 

on extended billing terms which it sold to its customers at cost 
or below. 

6. On November 30, 1966 Melvin was advised by Franklin 
that a loan of only §200,000 would be made by reason of the 
fact that one of The Corporation's large customers. Admiral 
Automotive Company, some of whose notes had been discounted by 
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it with Franklin, had been indicted for receiving a carload of 
stolen merchandise. 

7. The failure of Franklin v.o lend The Corporation 
the full $425,000 created financial problems for it. 


8. in November, 1966, The Corporation's problems were 
aggravated by the fact that AC, one of its major suppliers, re¬ 
fused to extend any further credit to it. 

9. AC had a system of rebates whereby its distributors 


would get an additional 10% discount for selling its merchandise! 


to accounts designated by it. 

10. in order to get the 10% discount on AC merchandise 
eold by The Corporation to non-designated accounts, Melvin cause 
its books to be falsified to show sales to designated accounts 
which were actually being made to non—designated accounts. 

11. During October, November or December, 1966 Melvin 
caused The Corporation to create approximately $120,000 in 
fictitious accounts receivable to designated accounts on which 
no merchandise of any kind was shipped. 

12. In January or February, 1967, the first of a series 
of accomodation notes, executed by Melvin, on behalf of The 
Corporation, in August 1966, was presented for payment on its 
account at Franklin. These notes, five in all, aggregating 


B 


$100,000, had been given by Melvin to an officer of Admiral 
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Automotive Company to be discounted by it 'with the understanding 

t* » 

that the funds would be turned over to The Corporation. He had 
been told that Admiral had been unable to discount them and that 
they had been destroyed. Actually they had been negotiated 
by Admiral which did not account to The Corporation for the 
proceeds. 

13. In order to raise additional funds to meet its 
pressing obligations The Corporation entered into an agreement 
with Transamerica Financial Corporation (Transamerica) on March 
1# 1967 whereby it borrowed $400,000 on the security of its 
real-estate, accounts receivable and inventory. 

14. In order to obtain an extension of time for The 
Corporation to pay Ac the sum of about $300,000 which it owed it, 
Melvin,John and their wives guaranteed the account on March 9, 19( 

15. On March 16, 1967, John and Melvin endorsed a series 
of notes to get an extension of time for The Corporation to pay 
the Westinghouse account of about $120,000. 

16. Sometime prior to April 19, 1967 Melvin consulted 
Michael Berman, an insolvency specialist, concerning The Corpora¬ 
tion's financial affairs. 

17. On April 19, 1967, The Corporation's Board of 
Directors authorized it to file a petition for an arrangement 
pursuant to Chapter XI of the Bankruptcy Act. 

18. Meetings of The Corporation's creditors were called 


and on June 1, 1967, The Corporation filed a petition for an 
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arrangement pursuant to Chapter XI, Section 322 of "the Bartkruptc^ 

Act, 11 U.S.C. §722. 

19. Melvin and John, having guaranteed many of The 
Corporation's obligations, filed petitions for arrangement under 

! Chapter XI, on June 8, 1967. 

20. On July 11, 1567, The Corporation, John and Melvin 
consented to be adjudicated bankrupts. 

21. Specification of objection 1(a) was dismissed during 
the course of the trial. 

SPECIFICATION 1(b) 

22. Two of The Corporation's suppliers, AC and Thermoid 
division of H.K.Porter Company (Thermoid) had sales promotion 
plans in which The Corporation participated. 

23. Under these plans The Corporation could either earn 
points, premiums or coupons or purchase them at a discount de¬ 
pending on the volume or type of business which The Corporation 
did with them. 

24. The points obtained in this way could be redeemed 
for almost any type of merchandise through representatives 
designated by AC and Thermoid. 

25. For the five year period prior to 1967 The Corpora¬ 
tion had earned points valued at between $50,000 and $60,000 a 
year. 

26. Melvin took $16,000 worth of points for his own use 
during the two year period prior to June 1, 1967, which he did 
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not report in the tax returns filed by him for those years. 

27. Among the merchandise obtained by him for the points 
were stereo components which were ordered by him on April 20 and 
28, 1967. 

28. On those dates he had already decided,as general 
manager of The Corporation, that it would have to file a petition 
for an arrangement pursuant to Chapter XI of the Bankruptcy Act. 

29. He had gotten stereo components of a similar kind on 
a prior order dated December 6, 1966. 

30. On the date of adjudication The Corporation had no 
points on hand. 

SPECIFICATIONS 2 (a), (b),(c), (d) and (h) 

31. For many years prior to its bankruptcy Melvin, in 
order to cover up the sales of AC merchandise to non-designated 
accounts and to get the 10% additional discount: 

(a) Caused entries representing accounts receivable 
to be made in The Corporation's books and records 
for merchandise which was not sold by it. 

(b) Caused invoices to be created for merchandise 
not sold or shipped by it. 

(c) Caused invoices to be created for prices higher 
than the actual sales price of merchandise sold 


by it. 
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(d) Caused sales of merchandise of The Corporation 
to be made without proper invoices being created 

or proper entry being made as to the same in its 
books and records. 

(h) Caused payments received by it to be credited 
to fictitious accounts 


SPECIFICATION 

32. Melvin had a financial interest in a company known 

as wonderama Automotive Discount City to which The Comoration 
sold merchandise. 

33. Melvin caused The Corporation to bill Wonderama 
under the name of NBC. which was fictitious, in order to conceal 
from his suppliers the fact that it was selling to a company 

in which he had an interest. 

34. This practise antedated The Corporation's bankruptcy 


by many years, 


SPECIFICATION 2(g) 



35. On June 20, 1967 Kelvin caused The Corporation to 
issue credit memoranda to eliminate from its books the approxi¬ 
mately $120,000 in fictitious accounts receivable referred to 
in Finding of Fact Number 11. 

36. He knew that no merchandise listed on the credit 
memoranda had been or would be returned and that the entries 
in these documents was false. ^ 
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SPECIFICATION 3 ill | 

37. The books and records of The Corporation failed to 
reflect payments made to Mrs. Gloria Takowsky, Melvin's sister, 

of points which she received for services performed by her for it. 

SPECIFICATION 3. 

38. Insufficient proof was adduced on this specification 
to sustain it. 

SPECIFICATION 4 and 5 . 

39. There was no proof that there was reliance by either 
Franklin or any creditor on the financial statements issued by 
Melvin. 

CONCLUSIONS OF LAW 



1. Melvin, in contemplation of the bankruptcy proceeding 
of The Corporation, knowingly and fraudulently transferred to 
himself property of The Corporation, to witj the points necessary 
to obtain the stereo components contained in the orders dated 
April 20 and 28, 1967, marked Trustee's Exhibits 22 and 22*. 


2. Specification 1(b) is sustained. 
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SPECIFICATION 7 


3 . All of the acts alleged in Specification 2(a), (b), 

<c>. <d). (f), (h), and (i) were not done in contemplation of 
The Corporation's bankruptcy. 

4. Ho proof was submitted to support Specification 2(d) 

5. Specifications (2)(a), (b),(c), (d). (e), (f), (h , 
and (i) are dismissed. 


6. Specification 2(g)* 

(a) Melvin knowingly and fraudulently caused 
credit memoranda aggregating some $120,000 to 
be issued by The Corporation. 

(b) Melvin knew that no merchandise listed therein 
had been or would be returned to it. 

(c) The entries in the credit memoranda were false 

<d> They affected and related to The Corporation-, 
property. 


7. Specification 2(g) is sustained. 



SPECIFICATION V 


8. Specification 3 is dismissed. 

SPECIFICATIONS 4 »nH * 
-*i_.? P ecif *c»tione 4 and 5 are dism iss^ 
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10. Specifications 1(b) and 2(g) having been sustained, 
the bankrupt's discharge is denied. 


Dated: Brooklyn, New York 

1973 
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UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF NEW YORK 
.....X 


In the Matter 

In Bankruptcy 

of No. 67-B-668 

MELVIN LICHT, 

Bankrupt. 

---------X 

At Brooklyn, New York, on the 17th day of April, 

1973: 


It appearing that Melvin Licht, of 55 Locust 
Avenue, Cedarhurst, New York, was duly adjudged a bankrupt on 
July 12, 1967 on a petition filed by him on June 8, 1967, and, 

It further appearing that after due notice by 
mail, objections to the discharge of said bankrupt were filed 
by Herbert L. Ash, trustee, and after due notice by mail, said 
objections were heard on June 9, 1972, June 16, 1972, August 9, 
1972 and August 18, 1972, and specifications of objections 
No. 1(b) and 2(g) having been sustained, and Specification 1(a), 
2(a), (b), (c), (d), (e), (f), (h) and (i), specification 3, 

4 and 5, being dismissed, it is 

ORDERED, that the discharge of said Melvin Light 
be, and it hereby is denied. 


MANUEL J. PRICE 
Referee in Bankruptcy 
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UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF NEW YORK 

- x 

In the Matter : 

of : 


67-B-668 


MELVIN LICHT, 


Bankrupt. 


x 


FEB 141974 


Appearances : 

Michael Berman, Esq., 55 Liberty Street, New York City 
1005, for bankrupt 

Frederick C. Stern, Esq., Hahn, Hessen, Margolis & Ryan, 
Esqs., 350 Fifth Avenue, New York City 10001, for trustee 

COSTANTINO, D.J. 


This petition to review arises from the report 

of the Referee which first, allowed the Trustee in this 

action to amend two of cha specifications of objections to 

the discharge of the bankrupt, Melvin Licht, and second, 

sustained those specifications, therel^r denying the 

discharge. The Referee denied all the other specifications 

Specification 1(b) originally read: 

The bankrupt has committed an 
offense punishable by imprison¬ 
ment as provided under Title 18, 

United States Code, Section 152, 
in that the bankrupt. . . in 







} 

I 
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contemplation of the bankruptcy 
proceeding of John Licht, Inc. 
knowingly transferred to himself 
property of John Licht, Inc., to 
wit: The bankrupt obtained 
coupons, points, premiums and/or 
merchandise stamps belonging to 
John Licht, Inc. and entitling 
it to various merchandise, and 
used same to his own benefit 
and account for the acquisition 
of, among other things, clothing, 
carpeting, living room furniture, 
dining room furniture, television, 
a typewriter, a stereo outfit, 
a and lamps without paying 
said corporation consideration 
therefor. 

-pecification 2(g) originally read: 

The bankrupt has committed an 
offense punishable by imprison¬ 
ment as provided under Title 18, 

United States Code, Section 152, 
in that, in contemplation of the 
filing of the bankruptcy of John 
Licht, Inc., the bankrupt knowingly 
and fraudulently falsified or made 
a false entry in documents affecting 
or relating to the property or 
affairs of said John Licht, Inc., 
to wit: . . . Entries were made in 
the books of John Licht, Inc., 
representing returns of merchandise 
to said Company, none of which was 
actually received by it. 


Before trial the Trustee was asked through 
Interrogatory 11 propounded to him by the bankrupt's 
attorney, "The dates of the entries alleged to have been 
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made in the books of John Licht, Inc., representing returns 
of merchandise to it, none of which was actually received 
by it." The answer was, "The alleged false returns 
referred to are covered by credit memos dated June 20, 

1967. ..." 

After the trial the bankrupt attacked the 
specifications as being defective. As to Specification 
1(b) he contended that Section 14c (1) of the Bankruptcy 
Act, 11 U.S.C. § 32c(l), and paragraph 6 of 18 U.S.C. 

$ 152 require that a transfer be made knowingly and 
fraudulently to bar a discharge. The proof offered con¬ 
cerning Specification 2 (g), the bankrupt asserted, showed 
that false entries were made after the Corporation had 
filed its bankruptcy petition (on June 1, 1967), not in 
con temp1a tion of doing so as the specification alleged. 

The Trustee moved to amend the Specifications 
pursuant to Federal Rule of Civil Procedure 15(b) adopted 
by Bankruptcy Rule 715. Specification 1(b) was to be 
amended by ‘dding the words "and fraudulently" after 
"knowingly" so that it would comply with the statutory 
language. Specification 2(g) was to be amended by adding 
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the words "after the filing" so that it would read: 

The bankrupt has committed an 
offense punishable by imprison¬ 
ment as provided under Title 18, 

United States Code, Section 152, 
in that after the filing of a 
bankruptcy proceeding by John 
Licht, Inc., and in contemplation 
thereof, the bankrupt knowingly and 
fraudulently falsified or made a 
false entry in documents .... 

The bankrupt opposed the motions to amend on 
several grounds. Initially he asserted that Federal Rule 15 
(b) should not apply to bankruptcy proceedings when it 

i 

would be "inconsistent" with the Bankruptcy Act or the 

i 

General Orders of Bankruptcy. General Order 37. He cited : 
General Order 32 which requires persons opposing discharge j 
to file specifications on or before a date fixed by the i 

Referee. The bankrupt argued that if the Trustee were 
permitted to amend his specifications, it would be an ' 

f 

extension contrary to the express requirement of General 1 
Order 32. The bankrupt claims that the amendment of 
Specification 1(b) should be denied because of lack of 
diligence, and the amendment of Specification 2(g) should 
be denied because to allow the amendment would be in effect 
adding a new specification which as noted above would be I 
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contrary to General Order 32. 

» 

I 

The Referee allowed both the amendments because , 

I 

he felt that to hold the Trustee to his original pleadings 
would be "a return to the narrow and discredited principals 
that pleadings are an end in themselves and that they must 
be couched in specific language irrespective of the merits 

i 

of the claim or the proof adduced in its support." He 
cited In re Schlesinger, 31 F.2d 789 (S.D. Tex. 1929), 
affirmed sub. nom. Schlesinger v. Phillips . 36 F.2d 191 
(5th Cir. 1929); In re Finder . 61 F.2d 960 (2d Cir. 1932); 
and In re Adler, 79 F.2d 840 (2d Cir. 1935), in support of j 
his position. 

The bankrupt has sought review of the Referee’s ! 
report upon the same grounds that he originally opposed 
the motions to amend. He alleges lack of due diligence 
in seeking the amendment to correct the obvious error in 

l 

Specification 1(b), citing Stanley 1 s Incorpora ted Store 
No,. 3 v. Earl, 28 F.2d 611 (8th Cir. 1928) ; in re Grossberg . 
11 F.2d 329 (S.D. Fla. 1926); and In re Hixon . 93 Fed. 440 
(S.D. Iowa, 1899), among other cases, and alleges that 
amended Specification 2(g) is a new specification, citing 
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, — — aHSHits. 14 F.supp. 71 (D.c. Mass. 1935); In re 
SsCiUis, 83 F.supp. 802 (D.c. Mass. 1949), In re Jphpson, 
ij 192 F ' 356 (D - C - S - D - 1911), Northeastern Real Estate 
I 1 S ecurities Co rporation v. Goldstein . 91 F. 2 d 942 ( 2 d cir. 

1937>: 102 F - 2d 386 (2d Cir. 1939), and In re 

I Si ege l, 55 F.Supp. 709 (E.D.N.Y. 1944). 

i! 

It is well settled that new or additional grounds i 
for objecting to discharge may not be added by way of ! 

: amendment. Stanleys Incorporated Store No. 3 v. Earl. 8upr J 
Northeastern Real Estate Se curities Corn, v. Goldstein . 

Supra.. It is equally well settled, however, that amendments 
which merely amplify or clarify the original pleadings are 
permitted. Northeastern Real Estate Securities Coro , v. 
OaWatein, supra, 1A Collier. On Bankruptcy, , 14.07 at 
1290-91 ,14th ed. 1973). Further, where the bankrupt is not 
prejudiced by the amendment because he was sufficiently 
warned of the facts to be proven before the trial and has 
impliedly consented to the trial of the issues, then 
amendment is proper. The conclusion of the court in In re 
Taub, 98 F.2d 81 (2d cir. 1938) is applicable to thi case 
before this court: 


6 





I 


Memorandum and Order 


A304 


Id. at 82 


11^e amendment did not present a new 
9 ^ound of objection; it merely cured 
a defective statement of the old 
objection and conformed it to the 
statutory requirements. It caused 
neither delay nor surprise to the 
bankrupt. The district judge was 
clearly correct in allowing it. 


The Fifth Circuit in In re Sturdevant . 415 F.2d 
465 (5th Cir. 1969) considered the applicability of Federal 
Rule 15(a) to bankruptcy proceedings and said: 


Thus by virtue of General Order 
37, the standard to be applied 
in determining wnether or not 
to allow amendment of an objection 
to discharge is the standard of 
Rule 15(a) Fed.R. of Civ.P., which 
requires that leave to amend be 
freely given "when justice so 
requires." 


Id. at 467, 


From the answer to Interrogatory 11 the bankrupt 
had notice that the June 20, 1967 memos were the evidence 
upon which Specification 2(g) was based. Accordingly, 
taking the standard of Federal Rule 15(a) into account, the 

court finds that Referee Price was correct in allowing the 
amendments to Specifications 1(b) and 2(g) and therefore 


•*. • i I j * • . j 











I 


Memorandum and Order 


sustains his report. 


A305 


i 

on the merits of the Referee's report concerning \ 

Specification Kb), the critical issue presented, aside j 

from the Referee's factual finding, was whether judicial j 

notice could he taken of the file in a related bankrupt., | 

proceeding. It is settled law that courts may judicially j 

notice the records of prior litigation between the same ! 

Parties before the same court. Shuttle^ v. Birmingham | 

394 U.S. 147 (1969); National Fire fn" rn _ / 

-ai £ire ins. Co. v . Thompson . 281 

U-S. 331, 336 (1930) and cases 
■j cases Clted tnerexn; .B radford v. 

Am sterdam , 424 F.2d 282 (2d Cir 1970 ). «■ 

' J - y7 0) , Kamsler v. M.F.I. 

I; Oorp., 359 F.2d 752 (7th Cir 1966 ) „ a • 

, n err. 1966), Meredith v. Van Oosterhont 

j 286 F ’ 2d 216 <8th Clr ‘ 19601 • ^nied 365 U.S. 835 (j.961); 

? SlSrton v. Roth, 263 F.Supp. 922 (E.D.N.y. 1964, , Wallach v . ! 

iieberman, 219 F.Supp. 247 (S.D.N.Y. 1963); 2 Collier On 
Bankruptcy H 21.03 (14th ed. 1971 ) . 

There was sufficient evidence upon which Referee 
Price could base his findings of fact on Specification 1 (b). 

ACCOrdln9l > r ' Pursuant to General Order of Bankruptcy 47 the 

Referee's findings will not be d^sturh^ n , 

e a -sturbed. Bankruptcy Rule 

1 A 


8 ] 0 . 


8 


I 








Memorandum and Order 


A 3 06 


The only objection that the bankrupt has to 
Specification 2(g) has been discussed previously, that of 
the amendment. There were sufficient grounds upon which the 
Referee's findings could be based. Therefore they will not 
be disturbed. General Order 47. 

The report of Referee Price is affirmed and 
the bankrupt's discharge is thereby denied. 


U. S. 


| 
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Affidavit of Personal Service 


STATE OF NEW YORK. COUNTY OF NEW YORK 


so.: 


I, Victor Ortega, 


being duty su on., 


deposes and says that deponent is not a party to the action, it over 18 years of age and resides at 
1027 Avenue St. John, Bronx, New York 

That on the tb day of June lfFl\ at 350 5th Avenue, New York 


deponent served the annexed 

f 

Hahn, Hessen, Margolis & Ryan-Attorneys for Appellee 


fif ^ 


upon 


the in this action by delivering a true copy thereof to said individual 

personally. Deponent knew the person to served to be the person mentioned and described in said 
papers as the Attorney(s) herein, 


Sworn to before me 
*** °f June 
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VICTOR ORTEGA 
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